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KZN 238 FINAL MEDIUM TERM BUDGET: 2019/2020 


PART 1 - EXECUTIVE SUMMARY BY THE EXECUTIVE DIRECTORS: FINANCE (CFO) 

In terms of Section 16(2) of the MFMA, I present before you the 2019/20 Final Budget for 
KZN238 and outer limits in respect of the 2019/20 Final Medium Term Budget. The 
Municipality has consulted the various political peers on the Final 2019/20 budget. 


The Financial modelling plan of the 
attached. 


Operational Budget for the 2019/20 financial year is 


Each category of the budget has been outlined. The budget has been prepared on version 6.3 
of MSCOA. It should be noted that currently, the Operational Budget is in a surplus of 
R1.5 million noting that this excludes unfunded depreciation of R148.1 million and capital grant 
income of R71.1 million. This portion of depreciation could not be funded from the tariffs 
proposed for the 2019/20 financial year as it could result in extremely high and unaffordable 
tariffs for the consumers and ratepayers of the municipality. 

Furthermore, the Capital Budget presented amounts to R89.1 million. It should be noted that 
the municipality is currently experiencing financial constraints in terms of funding the capital 
budget for the 2019/2020 financial year, and therefore council funding is reduced. 

The final operational budget is currently in a surplus position of R1.5 million (excluding 
unfunded depreciation and capital grant income) and therefore does not contribute much 
reserves to be available for future funding of council capital budgets. The Council portion of the 
Capital budget of R18 million will be funded from previous years’ cash backed accumulated 
surpluses. However, it must be noted that the accumulated surpluses is currently not fully cash 
backed in the municipality. It must also be noted that this method of financing of the Capital 
budget places strain on our cash flow. Furthermore, our cost coverage ratio based on this 
budget is estimated Jit J^98:1 which is well below the Treasury nor m nf 3 :1_ 

The KZN238 Final Medium-Term Budget for 2019/2020 financial year is analysed as follows: 

BUDGETED REVENUE - R 995.9 MILLION 

1) The total rates income amounts to R 187.8 million which is based on an increase in 
the rates tariff of 6%. 

2) Property rates - Penalties and Collection charges: An amount of R23.5 million, has 
been budgeted for. 

3) The Electricity tariff is subject to an overall increase of 13.07% for domestic and 
commercial consumers. For Bulk Consumers an increase of 15.63% has been 
proposed for implementation. The NERSA guideline is yet to be released. The tariffs 
will be re-structured once the guideline is released. An amount of R391.1 million has 
been budgeted, and is subject to change on finalisation of tariffs. 

4) A tariff increase of 6 % on Refuse has been applied in the 2019/20 financial year, 
and amounts to R 23.7 million. 



5) Rental of Facilities and Equipment - An amount of R2.5 million has been allocated. 
This income derived from hiring of halls, sport facilities etc. 

6) Interest earned on Investments - An amount of R14.4 million has been allocated. 

7) Interest earned on Outstanding Debtors - An amount of R6.3 million has been 
allocated. This income is derived from raising of interest on the services accounts. 
The interest rates on arrear accounts will be charged at 10.25% p.a. in accordance 

——-with-the-Natiorfel Credit-Act,-in respect of arrear accounts arising after 01 November 
2016. Arrear accounts arising before 31 October 2016 will be charged at an interest 
rate of 9% p.a. 

8) Fines - An amount of R13.3 million has been allocated. 

9) Licencing and Permits - An amount of R2.7 million is budgeted. 

10) Agency Services - An amount of R2.7 million is budgeted. 


11) Grants Operating 


The following operating grants are included in the Budget: 


Museum Subsidy 

R 152 000 

Community Library Services Grant 

R 1 467 000 

Provincialisation of Libraries 

R 4 779 000 

Financial Management Grant 

R 2 500 000 

Expanded Public Works Programme 

R 3 930 000 

Operational Cost - Accredited Municipality 

R 3 060 000 

Infrastructure Skills Development Grant 

R 3 393 000 

Building Plans Information Management System 

R 500 000 

Total 

R19 781 000 


12) The Local Government Equitable Share, received from Central Government, in the 
amount of R 232.7 million has been budgeted for, as per DORA’S allocation for the 
2019/2020 financial year. 

13) Capital Grants - This includes the following: 

m. Mi a . ^ 


MIG 

R61.7 m 

Infrastructure - Sport Facilities 

R 

8.2 m 

Accreditation Subsidy 

R 

500 k 

Museum Subsidy 

R 

50 k 

Provincialisation of Libraries 

R 

500 k 

Infrastructure Skills Development Grant 

R 

107 k 

Total 

R 

71.1 m 


14) Other revenue in the amount of R4.3 million. It includes the income generated from 
the minor tariffs e.g. connection/disconnection fees, building plans, fire brigade 
services, rates clearance, photocopies, burial fees etc. 



BUDGETED EXPENDIT URE: R923 MILLION (EXCLUDING UNFUNDED DEPRECIATION! 

Gross Salaries and Allowances - R382.9 million 


1) The R 302.9 million reflects the cost to Council packages of all existing staff and 
budgeted staff vacancies. 

-- ^ estimated increase of 6.5% has been budgeted as per the South African Local 

Bargaining Council agreement. 

3) An amount of R 5.2 million has been budgeted for Overtime and R 4.1 million has 
been budgeted for Standby. 

4) An amount of R13.9 million is allocated for Job Creation and an amount of R3 million 
is allocated for the Expanded Public Works Program. 

5) An amount of R800 thousand is budgeted for Finance interns and it is funded by the 
Financial Management Grant. 

6) An amount of R3 million is budgeted for Library employees and it is funded by the 
Provincialisation of Libraries. 

7) An amount of R1.5 million is budgeted for Cyber Cadets and it is funded by the 
Community Library Services Grant. 

8) An amount of R1.4 million is budgeted for overtime, standby and salaries in the 
Human Settlement section and it is funded by the Accreditation subsidy. 

9) An_amount of R50 thousand is budgeted for over time in the Museum section and it 
is funded by the museum subsidy. 

10) An amount of R2.2 million is budgeted for Infrastructure and Town Planning interns 
and it is funded by the Infrastructure Skills Development Grant. 

11) Youth Mass Skilling is budgeted for at R1.2 million. 

12) R852 thousand has been allocated for Employees Bonus Provision. 

13) R799 thousand has been allocated for the performance bonuses of 
Section 57 employees. 

14) R5.4 million has been allocated for pensioners’ medical aid. The pensioner’s 
medical aid is a post retirement benefit for ex-employees of the municipality. 

15) R5.6 million has been allocated for leave reserve. 

16) R2.7 million has been allocated for long service awards. 





17) Councillor Remuneration - R 28,4 million has been budgeted and includes a 6.5% 
increase. However, the actual final percentage increase is normally finalized in 
December for Councillors remuneration. Although this estimated increase is above 
inflation of 5.2%, the municipality chose to use the South African Local Bargaining 
Council circular as a guideline since increases may not always be within the 
inflationary projections. Traditional Leaders Allowance has been budgeted for at 
R50 thousand. 


-48) Total Gross ^Salaries and-Allowances, for employees and Councillors totalling 
R382.9 million amounts to 36% of the total projected expenditure including unfunded 
depreciation. It should further be noted that R 45.6 million will be used for direct 
labour costs charged out to repairs and maintenance and capital projects that may 
require in-house labour. 

Other Operating Expenditure - R 690 million which includes the following: 

1) Electricity Bulk Purchases - The projected increase for Electricity purchases is based 
on 15.63%, which is as per the NERSA guideline. This amounts to an estimated 
amount of R275 million and includes a margin for uncertainty of demand. 

2) Consultants and Professional Services: Other - R 3.9 million has been provided for 
which included Assets Management, Valuation Roll, infrastructure and services, 
electricity consultants etc. 

3) Legal expenses for the municipality reflects a budget of R 2.7 million. These funds 
are used by the legal section in the implementation of the legal process for the 
collection of arrear debt, as well as legal expenses that may arise from defending 
lawsuits should any occur. 

_4) Bui ldin gs and Facilities - An amount of R 1.4 million has been allocated to be 

used for repairs and maintenance to municipal buildings 

5) Maintenance of Equipment - An amount of R 2.3 million has been allocated to be 
used for repairs and maintenance to municipal equipment. 

6) Maintenance of Unspecified Assets - An amount of R3.9 million has been 
allocated to be used for repairs and maintenance of ail other municipal assets i.e 
swings, sports infrastructure, IT hardware, Klipriver maintenance etc. 

7) Maintenance of Vehicles - An amount of R14.6 million has been budgeted for 
repairs and maintenance of vehicles within all departments. 

8) Sports and Recreation - An amount of R 650 thousand has been allocated and 
includes SALGA Games and Sports Events. 

9) Youth Programmes - These are Mayoral projects and includes programmes such 
as Youth Development, Youth Advisory Centre, Youth Month and Learner Support 
Grant in Aid. R 1.1 million has been allocated. 
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10) Other Programmes - An amount of R 4 million has been allocated for this item which 
is used to fund the costs of hosting functions that are arranged by the Office of the 
Mayor. 

11) Other Contracted Services - Comprises of the amount of R1.2 million which includes 
in this category of expenditure other ad-hoc items e.g. festive lights, pest control etc. 

.12.) Training - These funds are used by employees to attend training workshops, as well 
v-as-te erfral aHertiary institutions to further their education for which an amount of 
R1.4 million has been allocated, inclusive of funds for capacity building of 
Councillors. 

13) Other Programmes - An amount of R1.5 million has been allocated for all 
programmes with the municipality i.e Battlefields festival, Senior citizens, gender 
upliftment, enterprise development, reed celebration, disability focus, HIV/AIDS 
Campaign etc. 

14) Security Services — An amount of R 9.5 million has been allocated for sites, 
bodyguards and Cash in-transit services. 

15) Inventory consumed - An amount of R1 million has been allocated and includes 
plastic bags, toilet papers, chemicals etc. 

16) Materials and Supplies - An amount of R28.3 million has been allocated to 
purchase materials used for road maintenance, stormwater, metering, electrical 
refurbishment, cleaning materials, emergency relief etc. 

17) R1.4 million has been allocated for operating lease of furniture and office 
equipment (rental of photocopy machines). 


18) An amount of R840 thousand has been allocated for advertising in local and 
national newspapers, publicity and marketing. 

19) Bank Charges - An amount of R1.5 million has been allocated. 

20) Bulk Discount - An amount of R1.3 million has been budgeted for bulk consumers 
who pay in advance. 

21) Commission - Prepaid Electricity- An amount of R2.7 million has been allocated. 

22) Postage Services - This amount includes the bulk postage of municipal accounts, 
as well as the individual postage costs incurred by the departments for which an 
amount of R 2.6 million has been allocated. 

23) Telephone and Fax - An amount of R3.8 million has been allocated to fund the 
payment of Telkom and cellular phone accounts. 

24) R145 thousand has been allocated for the landfill site. 

25) R107 thousand has been allocated for entertainment. 



26) Audit Fees - An amount of R 5 million has been allocated for the payment of audit 
fees charged by the Auditor General. 

27) External computer services has been budgeted for at R7.9 million which will be used 

for the financial system, ICT support, website maintenance, internet, software 
database etc. 


28) Insurance - An amount of R4.8 million has been budgeted for insurance. 

29) Licenses - agency fees an amount of R706 thousand has been allocated to pay for 
prepaid licence fees, radio licences, valuation licences etc. 

30) Motor Vehicle Licence and Registrations - An amount of R1.2 million has been 
allocated. 


31) R1.3 million has been budgeted for the provision of free basic alternate energy to 
be utilised by the Electricity Department. 

32) Free Basic Electricity of R 9 million has been set aside to fund indigent consumers 
who receive the 50kWh free electricity. 

33) Streetlights - An amount of R 7 million has been allocated for the payment of the 
electricity accounts for streetlights in the municipal area. 

34) Municipal services - An amount of R10.8 million has been allocated for the payment 
of the municipality’s electricity account paid to Eskom, water & sewerage bills paid 
to the uThukela District Municipality and refuse accounts. 

35) Printing and Stationery^-^An amount of R2.9 million has been allocated which is 

used for printing costs and stationery. - 

36) Membership and Subscription - An amount of R3.4 million has been allocated for 
payment to SALGA and tourism subscription and membership fees. 

37) Conference and Delegations - An amount of R2.1 million has been allocated. These 
funds are being used by the municipality for the attendance of conferences, 
workshops and seminars which includes accommodation and travelling costs. 

38) Protective Clothing - An amount of R 2.7 million has been allocated which is for the 
purchase of protective clothing for the job creation, as well as for permanent staff 
members. 

39) R12.2 million has been budgeted for transport costs (fuel and oil and vehicle 
trackers) to run the vehicles within all the departments. 

40) SARS Skills Development Levy - An amount of R 2.7 million has been budgeted to 
be paid to SARS for the development of skills, noting that these funds can be 
claimed from the SETA when the municipality incurs training costs. 



41) An amount of R2.6 million has been allocated for the payment of Workmen’s 
Compensation, which is a legislative requirement. 

Labour Charge Outs — An amount of R45.6 million has been allocated for charge 
outs to repairs and maintenance in respect of employees that execute the repairs 
and maintenance duties. This is a costing element whereby a portion of the salaries 
budget is allocated to repairs and maintenance projects. 


Departmental Charges - R62.4 million: 

These are internal charges and are recovered via the charge-out rate. The net effect of 
these internal charges against the charge-out rate is R nil. 

Departmental Charges R62.4 million 

Total Charge outs (R62.4 million) 


Capital Charge s — R35.5 million which includes the following: 

R 32.6 million 
R 430 thousand 
R 2.4 million 


Depreciation 
Existing External Loans 
Impairment of Assets 


Depreciation charges are a GRAP 17 requirement. The total depreciation charges are 
estimated at R 180.7 million. 


To fund the total estimated depreciation of R 180.7 million will result in tariffs being very 
high and unaffordable to the c onsumers. National Treasury recognises this in MFMA 
Circular 42 - funding a mumcipaf budget. A phased increase or re-alignment iff tariffs ' 
may need to be considered to compensate the deficit to a surplus by a progressive move 
through gradual tariff increases or the re-alignment of municipal revenue. 

The community needs to make a sufficient contribution towards the economic benefit 
that is generated from the assets over the medium term budget period. 

Currently, the municipality has opted to fund R 32.6 million of the total depreciation 
expense. 

Loan Repayments 

The municipality currently has two loans to service for the Tsakane Substations with 
ABSA Bank and the Indaka Office Building with the Development Bank of South Africa 
(DBSA) respectively. The budgeted figure of R430 thousand is provided. 

Impairment of Assets 

This relates to asset impairment in terms of GRAP 17. The estimated budgeted figure 
of R 2.4 million has been provided. 



Contributions - R 64.7 million which includes the following 
Bad Debt Reserve 

Rates Reduction: Pensioners/ Disabled/ Medically 
Boarded Persons and Child Headed Households 


R 58.9 million 
R 3.1 million 


A twenty^ five'percent (25%) rates reduction for pensioners will be granted to anv 
pensioner aged sixty (60) years and older on application if the pensioner’s gross 

onloranon !T* com . e is R20 000 and less - Thjs reduction must be applied for in the 
2019/2020 financial year. 


A medically boarded person with a gross household income of R20 000 and less will 
receive a discount of twenty five percent (25%) on their rates assessment This 
reduction must be applied for in the 2019/2020 financial year. 

Disabled persons with a gross household income of R20 000 and less will receive a 
discount of twenty percent (25%) on their rates assessment. This reduction must be 
applied for in the 2019/2020 financial year. 


Child headed households will receive a discount of one hundred percent (100%) on their 
rates assessment. This reduction must be applied for in the 2019/2020 financial year. 


A discount of 10% will be granted to all owners of property (except for State) who will 
pay their rates in advance in full by 31 August 2019. 


R100 000 impermissible rebate on the market value will be applicable to all residential 
properties. 


CAPITAL BUDGET: 2019/2020 

The Capital Budget of R89.1 million will be funded as follows: 

- R 71.1 million from grant funding 

- R 18 million from revenue (Council) funding. 

The capital programme has been separated into eight clusters. 

Identified Priority Projects: 

• Streetlight in Ward 13 (MIG) 

• High Mast Lights in Ward 11 (MIG) 

• Tarred Road in Ward 1 & 2 (MIG) 

• Mini Facility Ward 24 (MIG) 

• Gravel Road in Ward 16 and 18 (MIG/Council) 

• High Mast Lights in Ward 17 (MIG) 

• Indoor High Performance Fitness Centre (Sport Infra Grant) 

• Tarred Road in Ward 9 (MIG) 

• Maliba Access Road - MIG 

• KwaNgubevu Road (MIG) 

• Oqungweni Road (MIG) 


R 2.0 m 
R 2.0 m 
R15.0 m 
R 2.0 m 
R 5.0 m 
R 2.0 m 
R 8.2 m 
R 8.0 m 
R 3.5 m 
R 3.5 m 
R 3.5 m 




• Uitval Community Hall (MIG) 

• Ekuvukeni Tar Road (MIG) 

• High Mast Lights in Ward 34 (MIG) 

• Electrification of Households - Wards 6,7,11,20,25,27 & 29 
250 Connections (INEP) 

• Electrification of Households - Wards 16,18 & 19 
225 Connections (INEP) 

• Electrification of Households - Wards 14 & 23 
300 Connections (INEP) 

• Renovations to Vaalkop Community Hall (Council) 

• Furniture and Equipment (Grant/Council) 

• Refurbishments (Council) 

• Replacement of Municipal Fleet (Council) 

• Two way radio communication repeater (Council) 

• Refuse Containers Indaka (Council) 

• Municipal Fleet Insourcing of Machinery (Council) 

Less INEP Grant 
TOTAL 


R 5.0 m 
R 8.0 m 
R 3.7 m 

R 3.5 m 

R 3.2 m 

R 4.3 m 
R 2.0 m 
R 2.2 m 
R 3.5 m 
R 5.0 m 
R 2.0 m 
R 0.5 m 
R 2.5 m 
R 100.1 m 
(R 11.0 ml 
R89.1 m 


That it be noted that Council’s contribution for the 2019/2020 Capital budget is 
R18 million. Due to the cash flow constraints of the Municipality, spending on both the 
Operating and the Capital budget must be monitored through regular monitoring of the 
cash flow. It should be noted that the Municipality has seen a downward trend in 
revenue collection due to the poor economic climate both locally and nationally. 

It must also be noted that the Municipality, in its Integrated Development Plan (IDP), 
should focus strictly on Revenue generating projects that will bring in additional income 
to the Municipality rather than continuing with Social projects that need to be 
subsidized, and also become a financial burden as they increase the fixed costs of the 
Municipality. The IDP should also focus more on the renewal and upgrading of 
infrastructure as opposed to constructing new capital projects. 


Furthermore, it is highlighted that Council approves all projects that are Grant funded 
only and R18 million will be Council funded for the replacement of municipal fleet, 
furniture and equipment and electrical refurbishment, and other projects as detailed 
above, subject to the availability of funds. 


RECOMMENDATION BY THE EXECUTIVE DIRECTOR: FINANCE (CFO) 


That the Final Operational Budget and Capital Budget, together with the budget related 
policies for the 2019/2020 financial year be approved by Council taking cognisance of 
the affordability, sustainability and the macro allowance of National Treasury. 



M HEOBA 

EXECUTIVE DIRECTOR: FINANCE (CFO) 

Reference: Ms I Gajadhur - ext. 1231 


27 May 2019/ig 
File Ref. 5/1/3/1/1 



OPERATIONAL BUDGET MODEL -ANNEXUREA 

KZN23B FINAL OPERATING BUDGET MODEL 2013/2020 



2018/2019 FIRST 
ADJUSTMENTS 
BUDGET 

2019/2920 
ANNUAL BUDGET 

2020/2021 
ANNUAL BUDGET 

2021/2022 
ANNUAL BUDGET 

REVENUE 





Property Rates 

-174 975 787 

-187837885 

-197 981 131 

-206 672112 

Property rates - Penalties & collection charges 

-22224 325 

•23480 087 

-24 738 207 

-26 071 962 

ServinfCharges - Electricity" 

-340 199 739 

-381 055 030 

-422 624 064 

-444 608 844 

. Service Chafes- Refuse RamweL:: 

-22 985 392 

-23 720 916 

-25 010 277 

-25 360 832 

Rent of Facilities and Equipment 

-2 378 014 

-2 S11182 

-2 846 766 

-2 769 713 

Interest earned or Investments 

-12 667 061 

-14422418 

-15 201 226 

-16 022 092 

Interest earned on Outstanding Debtors 

-5 985 340 

■0021575 

-6 662 940 

-7 022 739 

Fines 

•10 686 3B6 

-10 204024 

-14 002204 

-14 758 323 

Licencing and Permits 

-2 558 320 

-2701586 

-2 847 472 

-3 001 235 

Agency Services 

■2 557 844 

-2 701189 

-2 847 063 

-3 000 794 

Grants * Operating 

-21 191 000 

-19 781OOO 

-19 579 220 

-22 530 900 

Equitable Share 

-206 663 000 

-232 878000 

-248 897 000 

-266 301 000 

Grants - Capital 

-79 586 000 

-7 1083 000 

-75209 000 

-79426000 

Other Income 

■3142 561 

-4318644 

-4 551 746 

-4 797 540 

TOTAL REVENUE 

-915 711 869 

-995 894 033 

-1082 596 346 

-1 125 364085 

EXPENDITURE 




Salaries 





Salaries 

272 717 407 

302 932470 

322 803 851 

343 553 869 

Overtime 

5 044 686 

5174 018 

5 511 286 

5 869 520 

Standby 

3 875 130 

4166403 

4425 504 

4 713161 

Expanded Public Works Program 

4 000 000 

3 000000 

3 000 000 

3 000 000 

Job Creation 

30 727 928 

13 908 852 

14 813 992 

15 776 902 

FMQ - Finance Interns 

600 000 

800000 

860 000 

860 000 

Provindatisation of Library - Library Employees 

2 677 000 

3000000 

3 300 000 

3 360 000 

Recapitalisation of library - Cyber Cadet 

1370 000 

1487000 

1 571 000 

1 571 OOO 

Accreditation Subsidy ~ Salaries 

485 644 

1000000 

1 065 000 

1 134 225 

Accreditation Subsidy - Overtime and Standby 

260 556 

380000 

400 000 

400 000 

Museum Subsidy - Overtime 

85 000 

50000 

50 000 

50 000 

Maintenance of Sport fields 

150 000 

0 

0 

0 

Infrastructure Skills Development Grant 

1246 200 

2220000 

3 000 000 

4 000 000 

Employees Bonus Provision 

800 000 

852000 

807 360 

968 360 

Performance Bonus • Section 57 EmptoyaeB 

750 000 

798 7«? 

850 889 

905 962 

Councillor Remuneration 

26 373 432 

20 383 753 

30207 387 

32 170 878 

Traditional Leaders Allowance 

86 964 

50000 

53250 

56 711 

Youth Mass Skilling 

1 162 000 

1200080 

1278 000 

1 361 070 

Pensioners Medical Aid 

5000 000 

6 374218 

5 723 540 

8 095 570 

Leave Reserve 

5 200 000 

5538000 

5 887 970 

6 261 336 

Long-service Awards 

2 500 000 

2 682500 

2835 563 

3 019 574 

Loss: Labour to be charged to maintenance 

-37 159 074 

-45557842 

•48 519102 

-51 672 B44 

Total Emolument* 

328124 273 

337 371 021 

350 825 299 

363 403 598 

Other Operating Expenditure 





Bulk purchases - Electricity . 

... .243 061 705 

274007379 

297153 256 

312 605 226 

Consultants and Professional Services: Planning Studies 

1 815 200 

. 

- 

- 

Consiitants and Professional Services: Other 

5 738 124 

3 099 305 

3134 480 

3 193 636 

Consultanta and Professional Services: Legal Expenses 

3808 084 

2093 945 

2 839 418 

2092 746 

Contracted Services: RAM: Building and Facilities 

1 541 068 

1395090 

1 412 455 

1466 047 

Contracted Services: Maintenance of Equipment 

2 349 402 

2295 704 

2 412 721 

2534 908 

Contracted Services: Maintenance of Unspecified Assets 

3 757 452 

3943 949 

4154 223 

4 375 851 

Contracted Services: Maintenance of Vehicles 

17 135 539 

14591705 

15 375 337 

16 201 285 

Contracted Services: Sports and Recreation 

1 090 022 

050000 

685 100 

722 005 

Contracted Services: Youth Programmes 

1 115 234 

1100000 

1 159 400 

1222 008 

Contracted Sendees: Other Proyammea 

5300 000 

4000000 

4 216 000 

4443 664 

Contracted Services: Other 

1 248 683 

1210380 

1 274 105 

1341 287 

Outsourced Services: Training 

1 588 464 

1350O80 

1382 100 

1 427 553 

Outsouced Services: Other Programmes 

2 082 154 

1497085 

2 007 614 

2 229 835 

Outsourced Services: Security 

36 135 060 

9500080 

10 013 000 

10 553 702 

Inventory Consumed: Consumables 

746 462 

1010395 

1062 257 

1 116 919 

Inventory Consumed: Materials and Supplies 

26 408 276 

29297200 

29 788 366 

31 366 411 

Operating Leases: Furniture and Office Equipment 

1 255 382 

1359587 

1 407 629 

1459 341 

Operational Cost: Advertising Publicity and Markerting 

885 306 

039574 

886 511 

931 606 

Operational Cost: Bank Charges 

1 389 530 

1487344 

1 546 580 

1630 096 

Operational Cost Bulk Discount 

1263 892 

1334 670 

1406 742 

1482 706 

Operational Cost Commlsskin - Prepaid Electridy 

3 657 678 

2 857978 

2 873 168 

3 022 571 

Operational Cost Postage 

2 505 453 

2 639 910 

2781 934 

2 931 618 

Operational Cost Telephone and Fax 

4 051 670 

3824709 

3 980 B42 

4 192 837 

Operational Cost Landfill Site 

136 890 

144556 

152 362 

160589 

Operational Cost Entertainment 

141 720 

107000 

112 778 

118 868 

Operational Cost External Audit Fees 

4 722 313 

4 988 783 

5256 048 

5 539 674 

Operational Cost External Computer Service 

7 954 644 

7 919304 

8 000 002 

8403 965 

Operational Cost Insurance Premium 

4 566 620 

4822582 

5 062 980 

5 357461 

Operational Cost Licenses - Agency Fees 

688 179 

706597 

743 889 

763 659 

Operational Cost Motor Vehicle Licence and Registrations 

1094174 

1 155448 

1 217 842 

1283 605 

Operational Cast Free Basic Alt Energy 

1 213 800 

1281773 

1 350 989 

1423 942 

Operational Cost Free Basic Electricity 

8488 640 

8 984 004 

9448 060 

9 958265 

Operational Cost SlraeUight Electricity 

6 634 577 

7006113 

7 384443 

7 783 203 

Operational Cast Electricity, Water & Sewerage, Refuse 

10 769 956 

10 782191 

11 329 849 

11 928 161 



Operational Cost: Printing and Stationery 

2 776 561 

2 932 296 

3 043 300 

3 192 042 

Operational Cost: Membership and Subscription 

3 210 662 

3399469 

3 573 544 

3 786 615 

Operational Cost Conferences and Delegations 

2 610 232 

2190 000 

2 089240 

2 338 029 

Operational Cost Uniform end Protective Clothing 

2 927 425 

2 713169 

2 883 952 

3 038 653 

Operational Cost Vehicles General Expenses 

11435 655 

12184 901 

12 857 849 

13 542 831 

Operational Cost 5ARS Skills Development Levy 

2500 000 

2676000 

2 819 450 

2971700 

Operational Cost: Workmen's Compensation Fund 

2 450 000 

2607200 

2 726 909 

2 874162 

Operational Cost: Labour Charge Out 

37 150 074 

45657042 

48 519102 

51672 844 

Total Expenses 

483 389 391 

488 442196 

521 509 497 

549 580 397 

Capital Charges 

Depreciation 

30 SSI 189 

32 021096 

34 382 035 

38 239 297 

Existing Loans 

474 350 

430350 

380 339 

827263 

Impairment of Assets -5023 

2 316 052 

2445 761 

2 577 821 

2 717 024 

Total Capital Chargas__ 

33 681 681 

35 497198 

37 340 795 

39 2B3 603 

Contributions 





Rates Rebates 

2141 575 

3122503 

3 2S1 118 

3 488 839 

Non-Payment 

59114 647 

SB 0T0117 

62057 536 

65 408 642 

Total Contributions 

S12S6 222 

62040 820 

65 348 854 

68 877 481 

Departmental Charges 

59124 285 

02435324 

65 806 832 

60 360 401 

Less: Charge Outs 

-59 124 285 

-02430334 

-65 806 832 

-69 360 401 

NET EXPENDITURE 

906 451486 

923311033 

964 024 244 

1 041 145 077 

Unfunded Depredation 

140 253 781 

148 107993 

156 105 824 

164 535 538 

(SURPLJSJIDEFICn Exd Unfunded Depreciation 

•9 280 383 

-72 583 000 

-76 572 101 

-84219008 

Unfunded Depreciation 

144 253 781 

148 107 993 

156 105 824 

164 535 539 

NETnSURPLUSVDEFlClT INCL Unfunded Depreciation 

134 993 397 

75 524 993 

77 533 723 

80 316 531 

Capital grants 

-79 566 064 

-71 083 000 

•75 209 000 

-78 426 000 

rib 11 (ouRPLUS) / DEFICIT excluding capital grants, excluding unfunded 
depredation 

70 325 617 

-1 500 000 

-3 363 161 

-4 793 008 

GROSS SALARIES AS A % OF TOTAL EXPENDITURE BUDGET 

35% 

38% 

36% 

36% 

DEPRECIATION 

TOTAL 

171 144 970 

180 729 098 

190 488459 

200 774 836 

FUNDED 

30 891 189 

32 621 096 

34 382 635 

36 239 297 

UNFUNDED 

144 253 791 

145107 993 

150 105 624 

164 53 5 539 
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1. Mayoral Budget Speech 


Honourable Speaker, I present before this Council today the final original budget of the 
Alfred Duma Local Municipality for the 2019/2020 MTREF. 

Honourable Speaker, with the growing costs for goods and services, municipal finances are 
under pressure. National Treasury is calling for fiscal prudence, a renewed attitude towards 
revenue management and improvement of governance and financial management to 
support service delivery including the adopting of funded budgets. 

The projected growth rates have been reduced since expectations of improved economic 
performance for the country were not met. South Africa had a technical recession during 
the first half of the 2018 year. Once again, tax collection targets for the country have not 
been met. The GDP growth rate is projected at 1.5% for 2019, and is projected at 1.7% for 
2020 and thereafter projected at 2.1% for 2021. The Consumer Price Index (CPI) inflation 
is forecasted to be within the upper limit of the 3 to 6% target band. 

Honourable Speaker, R415 billion will be transferred to local government over the MTREF 
period. The Local Government Equitable Share grows by 9.4% over the MTREF period. 
This above inflation increases are due to expected growth in household numbers and higher 
bulk water and electricity costs. These notable increases require municipalities to find 
innovative, effective and efficient ways of making better use of limited resources, given the 
current economic situation and the rising costs of providing for basic services. 

National Treasury has noted the widespread decline in the quality and performance of 
essential municipal infrastructure which is having a negative impact on the country’s 
potential for economic growth. Therefore, National Treasury stresses that municipalities 
should prioritise the maintenance and refurbishment of municipal infrastructure. 

Honourable Speaker, National Treasury issued Municipal Budget Circulars 93 and 94 of 
the Municipal Finance Management Act (MFMA) for the 2019/2020 MTREF. These 
circulars indicate that the economic situation has not improved since the previous financial 
year. Municipalities are reminded that weak economic growth has put stress on the 
ratepayers and the consumers’ ability to pay for rates and services, while transfers from 
National government are growing more slowly than in the past. Honourable Speaker, this 
poor economic state puts tremendous strain on our municipal finances. Therefore, as 
Council, our responsibility is to ensure that we use our limited financial resources effectively 
and efficiently within our limited budget. 


Operational Budget 

Honourable Speaker, for tne next financial year, the Local Government Equitable Share 
and other various capital and operational grants amounts to R324 million. Our own 
contributions of R672 million make up 68% of the budget this year. Therefore, it is important 



to note that the collection of revenue, including arrear debt, remains a fundamental funding 
source of this budget. The operational budget for the 2019/20 financial year is budgeted 
with a R1.5 million surplus excluding capital grant income of R71.1 million and excluding 
unfunded depreciation of R148.1 million. 


Capital Budget 

Honourable Speaker, our capital budget for the 2019/20 financial year is budgeted at 
R89.1 million of which R71.1 million will be funded from grants and R18 million will be 
funded from Council's own contribution. The grant funding of R71.1 million includes an 
allocation of R61.7 million in respect of the Municipal Infrastructure Grant (MIG) and also 
includes R8.2 million for Sports Infrastructure. A total of R1.2 million has been allocated 
from other grants (Library, Museum, Housing Accreditation Subsidy and the Infrastructure 
Skills Development Grant) for fleet, furniture and equipment. The capital budget focuses 
mainly on integral infrastructure projects such as roads, high mast lights and electrification. 
In addition to the above, the Integrated National Electrification Programme (INEP) Grant of 
R11 million is allocated for electrification projects which will not be owned by the 
municipality. 

Honourable Speaker, in closing this Budget Speech for the 2019/2020 Final Medium-Term 
Framework, it is important to note that financially we have made every effort to comply with 
the Municipal Finance Management Act, the Municipal Systems Act, and other applicable 
legislation in conducting and managing the daily functionality and operations of the 
municipality. 

To improve on the management of municipal finances, on behalf of Council, 1 can confirm 
that we will focus on the following matters which needs our urgent attention and priority: 

• We need to display good characteristics of leadership; 

• We will improve our oversight as Council; 

• We will focus on Job Creation for it to be financially manageable; 

• We will continue to speed up service delivery; 

• We will continue to eliminate backlogs; 

• We will increase capacity in maintaining and managing Council’s assets; 

• We will maintain our skills; 

• We will maintain institutional experience; and 

• We will improve our institutional capacity. 

In conclusion, debt collection strategies are already in place and we will be implementing 
strategies such as Revenue Enhancement to improve our revenue collection. 

1 thank you. 

CLLR M.V MADLALA 

HONOURABLE MAYOR: ALFRED DUMA LOCAL MUNICIPALITY 




2. Budget Related Resolutions 

2.1. Council resolves that the final annual budget of the municipality for the financial year 
2019/20; and indicative for the two projected outer years 2020/2021 and 2021/2022 
be approved as set-out in the following schedules: 

2.1.1. Table A1 Budget Summary. 

2.1.2. Table A2 Budgeted Financial Performance (revenue and expenditure by standard 
classification). 

2.1.3. Table A3 Budgeted Financial Performance (revenue and expenditure by 
Municipal vote). 

2.1.4. Table A4 Budgeted Financial Performance (revenue and expenditure). 

2.1.5. Table A5 Budgeted Capital expenditure vote, standard classification and funding. 

2.1.6. Table A6 Budgeted Financial Position. 

2.1.7. Table A7 Budgeted Cash flows. 

2.1.8. Table A 8 Cash backed reserves/ accumulated surplus reconciliation. 

2.1.9. Table A9 Asset Management. 

2.1.10. Table A 10 Basic service delivery measurement. 


2.2 Council resolves that property rates, as reflected below and any other municipal tax 
reflected in Annexure 1 on the Tariff Policy’ and Annexure 3 on the ‘Municipal 
Property Rates Policy’ are imposed, and implemented in the 2019/2020 budget year. 



The following property rates tariffs apply in the jurisdiction of the Alfred Duma Local 
Municipality (KZN238): 


Category 

Tariff 

Exemption 

Phasing 

In 

Impermissible 
Value Per 

Property 

(R)) 

Rebate 

Residential 

0.01280 

No 

No 

100 000 

No 

Commercial and 
Business 

0.02243 

No 

No 


No 

Industrial 


No 

No 


No 

Farms: 

Agriculture 

0.00311 

No 

No 


No 

Public Service 
Infrastructure 

0.00000 

Yes 

No 


No 

Vacant Land 


No 

No 


No 

Rural Communal 

0.00000 

Yes 

No 


No 

Municipal 

Properties 

0.00000 

Yes 

No 


No 

State (Public 

Service 

Purposes) 

0.02823 

No 

No 


No 

Public Benefit 
Organisations 

0.0000 

Yes 

No 


No 

Religious (Place 
of Public worship) 

0.0000 

Yes 

No 


No 

Public Open 

Space 

0.0000 

Yes 

No 


No 

Municipal Vacant 
Land 

0.0000 

Yes 

No 


No 


2.3 That the refuse tariffs be increased by 6% with effect from 1 July 2019 in terms of 
Chapter 4 of the Municipal Finance Management Act No 56 of 2003; noting that the 




















detailed tariffs are shown in the Tariff policy as per Annexure 1 which is 
attached to the agenda. 

2.4. That should it be necessary, a Municipal Adjustments Budget be prepared in 
accordance with Section 28 of the Municipal Finance Management Act No 56 
of 2003. 

2.5 That funds from the electricity surplus be applied to fund other municipal 
expenditure. 

2.6 That interest of 10.25% per annum on arrear debt be charged in respect of 
arrear accounts arising after 1 November 2016 and interest of 9% per annum 
be charged on arrear debt arising before 31 October 2016. 

2.7 That tariffs and charges reflected in Annexure 1- ‘Tariff Policy’ are approved 
for the 2019/20 budget year. 

2.8 That the measurable performance objectives for revenue from each source and 
for each vote reflected in Supporting Table SA7 are approved for the 
2019/2020 budget year. 

2.9 That the budget-related policies, as attached in Annexure 1 to 13 be adopted. 
The budget-related policies adopted are as follows: 

• Credit Control, Debt Collection and Customer Care Policy 

• Indigent Policy 

• Cash Management and Investment Policy 

• Supply Chain Management Policy 

• Tariffs Policy 

• Municipal Property Rates Policy 

• Virements Policy 

• Assets Management Policy 

• Inventory Management Policy 

• Petty Cash Management Policy 

• Subsistence and Travelling Management Policy 

• Funding, Reserves and Provision Policy 

• Budget Policy 

• Accounting Policies 

2.10 That Pensioners sixty (60) years of age or older and with a gross household 
income of R20 000 and less will receive a discount of 25% on their rates 
assessment; noting that this rebate must be applied for during the 2019/2020 
financial year. 

2.11 That Medically Boarded persons with a gross household income of R20 000 and 
less will receive a discount of 25% on their rates assessment; noting that this 
rebate must be applied for during the 2019/2020 financial year. 




2.12 That Disabled persons with a gross household income of R20 000 and less will 
receive a discount of 25% on their rates assessment; noting that this rebate must be 
applied for during the 2019/2020 financial year. 

2.13 That Child headed households with a gross household income of R20 000 and less 
will receive a discount of one hundred percent (100%) on their rates assessment; 
noting that this rebate must be applied for in the 2019/2020 financial year. 

2.14 That Consumers, excluding State be granted a 10% discount should the total rates 
bill be paid in full in advance by the last working day in August 2019 for the 2019/2020 
budget year. 


2.15 That indigents must apply for indigency noting that Automatic Indigency is no longer 
applicable. 

2.16 That the electricity tariffs are increased by 13.07% for domestic and commercial 
consumers and 15.63% for Bulk consumers. The electricity tariffs are subject to 
approval by NERSA. The tariffs are detailed in the Tariff Policy as per Annexure 
1. The draft tariff document that was submitted to NERSA for final approval is 
attached as Annexure 14. 

2.17 That the tariff policy be updated accordingly in respect of final electricity tariffs once 
approved by NERSA. 

2.18 That the final budget is submitted to National and Provincial Treasury in accordance 
with all applicable legislation. 

2.19 That the capital programme funded from Council revenue be funded from 
accumulated surpluses, based on the availability of cash funds. 

2.20 That the Implementation of the capital programme is subject to the availability of 
funds. 


2.21 That the feedback letter from Provincial Treasury on the draft 2019/2020 budget 
together with the responses as per Annexure 15 be noted and a response letter be 
submitted to Provincial Treasury. 



3. Executive Summary 


Compiling the Medium-Term Revenue and Expenditure Framework (MTREF) according to 
the prescriptions of the MFMA and formats required by the National Treasury satisfies the 
conditions of compliance. However, the purpose of planning and budgeting extends to 
supporting service delivery by ensuring that the MTREF is aligned to the municipality's IDP. 
In order to ensure sound financial management, it is important to plan financially for the 
long-term as well. The 2019/2020 MTREF includes the two future outer years and as such, 
it includes a long-term financial overview and consideration of a three (3) year budget. 
Where appropriate, funds were transferred from low- to high-priority programmes so as to 
ensure that the limited financial resources are applied effectively in terms of priorities. The 
planned budget was also reviewed for non-core and ‘nice to have’ items. 


Consultative Process 

In accordance with Chapter 4, Paragraph 23 of the Local Government Municipal Finance 
Management Act No 56 of 2003, the 2019/2020 Draft Budget was taken to the public and 
stakeholders for comments. Public consultation and stakeholder meetings were held within 
the municipal jurisdiction and comments from these Meetings were considered prior to the 
final budget being adopted by Council. The 2019/2020 Draft Budget was also submitted to 
National and Provincial Treasury for comment. 


Alignment with Government Priorities 

Alignment of the Municipal Budget with the National Development Plan and the National 
Key Priority Areas is imperative to ensure that the Alfred Duma Local Municipality works 
towards the common goals of National Government. This alignment is achieved by aligning 
the budget with the IDP. This will ensure that all organs of State follow an integrated 
approach in order to ensure that the outcomes of the National Development Plan are 
achieved. 

In planning for the years ahead, the 2019/2020 budget of the Alfred Duma Local 
Municipality prioritises service delivery and infrastructure development. 


Challenges 

The main challenges experienced during the compilation of the 2019/20 MTREF can be 
summarised as follows: 

• The difficulties in the global economy and our local economy that is having a negative 
financial impact on our financial resources; 



• The impact of tariff increases on the ratepayer, considering the increase in electricity 
tariffs by NERSA and the increased VAT rate. Tariffs cannot be increased to fully 
fund the increased need for repairs and maintenance on ageing infrastructure as it 
would be unaffordable to the ratepayer and consumer, and will contribute to an 
increasing debtors’ book. 

• Protests and damages to municipal infrastructure resulting in additional financial 
implications. 

• Insufficient resources to address all the challenges being faced. 

• The needs of the community always outweigh available resources. 

• Difficulties in the recovery of all debt owed to the municipality thereby contributing to 
a declining cash position of the municipality. 

• Reduction of grant funds by National Treasury which further limits the financial 
resources of the municipality. 

• Poor performance by contractors appointed resulting in increased costs on projects. 

• Ageing and poorly maintained roads and electricity infrastructure. 

• The need to reprioritise projects and expenditure within the existing resource 
envelope given the cash flow realities and reduced cash position of the municipality. 

• Salary and Wage increases for municipal staff that continue to exceed consumer 
inflation, as well as the need to fill critical vacancies. 

• Affordability of capital projects - The ability to cater fully for repairs and maintenance 
of ageing and new infrastructure still remains a challenge. Expansion of 
infrastructure each year which adds to the increased need for repairs and 
maintenance of the capital infrastructure of the municipality, without additional 
income to support the ongoing repairs and maintenance that is needed. 

• MSCOA (Municipal Standard Chart of Accounts) version changes that require the 
budget to be compiled in line with the latest version of MSCOA. 

The following budget principles and guidelines directly informed the compilation of the 

2019/20 MTREF: 

• The 2018/19 Adjustments Budget priorities and targets, as well as the base line 
allocations contained in that Adjustments Budget. 

• Trends up to February 2019 were also considered. 

• The five (5) year IDP plan was used as a basis for the capital budget. 

• Tariff and property rate increases should be affordable and should generally not 
exceed inflation as measured by the CPI, except where there are price increases in 
the inputs of services that are beyond the control of the municipality. For instance, 
the cost of bulk electricity. In addition, tariffs need to remain or move towards being 
cost reflective, and should take into account the need to address infrastructure 
backlogs. 

• There will be no budget allocated to national and provincial funded projects unless 
the necessary grants to the municipality are reflected in the national and provincial 
budget and have been gazetted as required by the annual Division of Revenue Act. 



Major Policy Initiatives and Challenges 


The purpose of the MFMA is to secure sound and sustainable management of the financial 
affairs of the Municipality through transparency, accountability, planning and appropriate 
allocation of responsibility. In accordance with the Act, the Municipality has placed 
considerable emphasis on improving reporting systems to management and elected 
members. This is to ensure that key stakeholders are adequately informed to be able to 
make the right decisions regarding the financial management of the Municipality. The Alfred 
Duma Local Municipality is committed to co-operating with National Government in terms 
of the ‘Back to Basics" approach and also in the implementation of MSCOA (Municipal 
Standard Chart of Accounts). 

The budget for the 2019/2020 financial year is prepared on the MSCOA format and budgets 
going forward will be very detailed. There have been three (3) version releases on MSCOA 
so far. National Treasury has released an MSCOA version change and the 2019/2020 
MTREF is based on version 6.3 of MSCOA. However, there are still numerous system 
challenges that need to be addressed in order for the municipality to be fully MSCOA 
compliant. Furthermore, the lack of detailed history in the MSCOA format, means that the 
MSCOA budget will require a lot of virements to be able to collect accurate data for future 
MSCOA budgets. A build-up of detailed history will improve the budgeting on the MSCOA 
format in future periods. 

One of the key challenges for the future that the Municipality faces is increasing its payment 
levels. Almost 68% of the Municipality’s budgeted revenue is from local rates and payment 
for services. Non-payment directly threatens the municipality’s ability to deliver services to 
its residents in the future and the ability of Council to be able to fund capital projects of the 
municipality. With extensive indigency measures in place, service delivery is dependent on 
Council implementing its Credit Control, Debt Collection and Customer Care Policy on 
those residents that can afford to pay. It must be noted that Indigency is on an application 
basis for the 2019/2020 financial year. 

Another critical challenge is providing adequate infrastructure and assets. As a 
Municipality, we are exceedingly aware of the community’s needs for new infrastructure 
such as roads, stormwater, bridges, street lighting, and electrification of surrounding 
municipal areas and other facilities, and the maintenance thereof. 

However with limited funds, and infrastructure growing each year, there is less money to 
spend on maintaining the roads, stormwater, landfill site, streetlights, community facilities 
and Council’s assets including road plant and other vehicles and to build new infrastructure. 
Grant funds are provided to build the initial asset, but there are no ongoing grants for the 
maintenance of the assets or associated operational costs and there is little or no additional 
income generated from the infrastructure that is built. Where assets are inadequately 
maintained, they quickly deteriorate, and either become irreparable or very expensive to 
repair. Regular maintenance is the cheapest option but is not a long-term solution. 

Expanding service delivery infrastructure and maintaining existing assets remains one of 
our greatest challenges , and must urgently become a priority of the municipality. 



Cost Containment Measures 


In line with Circular 82, the municipality is committed to cost containment measures. 
Entertainment budgets of departments have been drastically cut. Furthermore, trips out of 
town are approved only by the Accounting Officer to ensure that only absolutely necessary 
trips are undertaken. The municipality is also planning to implement a strategy for the in¬ 
sourcing of fleet repairs during the 2019/2020 financial year in an attempt to reduce the 
high costs on the outsourced repairs and maintenance of fleet. Council’s ageing fleet also 
contributes to these high costs of repairs and maintenance. 

Selected Highlights from the Operational Budget and Capital Program 

The operational budget has been re-prioritised so that the total repairs and maintenance 
budget constitutes almost 10% of the total expenditure budget excluding unfunded 
depreciation. This amounts to R91.5 million including labour charge-outs. This however 
remains insufficient in terms of the requirement to fund 8% of the total net book value of the 
municipality’s Property, Plant and Equipment. The municipality would need to contribute 
R173 million of its expenditure budget to meet the requirement of 8%. This would be 
unaffordable to the ratepayer, and the contribution to repairs and maintenance currently 
budgeted for the 2019/2020 financial year amounts to 4.1% of the total Property, Plant and 
Equipment of the municipality. 

Electricity infrastructure has been allocated R8.2 million for refurbishment and R26,9 million 
for other electricity repairs including street lighting, mains and substations including labour 
costs. The electricity service contributes to the collection of outstanding monies through 
the process of removing meters and disconnecting services for non-payment. However, 
tampering remains a challenge and this hampers the collection process noting the loss in 
revenue. 

Emergency relief has been allocated R743 thousand to assist our most needy in times of 
natural disasters, which often occurs, with the damage of houses in the stormy season. 

Furthermore, R21.2 million is allocated for the maintenance of roads and R11,6 million is 
allocated for the maintenance of storm water drains, including labour charges. 

For the 2019/2020 financial year, an amount of R3.5 million has been allocated for 
infrastructure skills development which will assist the municipality to employ interns in the 
municipal services departments. An additional grant of R500 000 for the 2019/2020 
financial year has been allocated for the Building Plans Information Management System. 

The increase in the provision for bad debt is budgeted at R59 million for the 2019/2020 
financial year. The provision js made in line with the GRAP Accounting Standards and is 
reviewed during the mid-year financial statements and the annual financial statements. The 
increasing debtor’s book of the municipality remains a huge challenge in the municipality’s 
ability to meet all of its demands and to cater for all priority areas. However, the municipality 
is committed to a collection drive and the implementation of the Revenue Enhancement 



Strategy in the 2019/20 financial year is expected to help reduce the bad debt provision, as 
well as reduce Council’s debtor’s book. 

The main focus for the capital budget is the provision of infrastructure in specific areas from 
grant funding only. 

The total Capital budget for the 2019/2020 financial year is R89.1 million. The total Capital 
budget is made up of Grant funding of R71.1 million and Council funding of R18 million. 
This excludes the Integrated National Electrification Programme (INEP) grant of R11 million 
for which the municipality serves as an agent. The grant funding allocations of the 
municipality are then estimated to increase to R75 million in the 2020/2021 financial year 
and to R79 million in the 2021/2022 financial year. The grant allocations for the outer years 
have therefore only slightly increased and are indicative of the National Government’s 
efforts to balance the National Budget and to control spending above the available National 
fiscal resources. 

The provision for capital in the outer years two (2) and three (3), is dependent on funding 
in each year in terms of grants and cash reserves. It is important that the expenditure and 
cash flow of the municipality is constantly monitored to ensure that cash reserves are not 
depleted. Furthermore, the municipality should strive to budget for surpluses in each 
financial year to top up on the cash reserves of the municipality. However, the lack of 
financial resources vs the need to allocate this to expenditure priorities has resulted in a 
minimal surplus on the 2019/2020 budget, which excludes unfunded depreciation and 
capital grant income. 

Supporting Documentation 


Section 17(3) of the MFMA requires certain documents to accompany the budget. The 
table below lists the necessary requirements and where these are contained. 


Legislative Requirement 

Compliance Section 

(a) Draft resolutions- 


(i) approving the budget of the municipality; 

Section 2 

(ii) imposing any municipal tax and setting any municipal tariffs as may be required 
for the budget year; and 

Section 2 

(iii) approving any other matter that may be prescribed; 

Section 2 

(b) measurable performance objectives for revenue from each source and for each 
vote in the budget, taking into account the municipality's integrated development 
plan; 

Supporting Table SA7 

(c) a projection of cash flow for the budget year by revenue source, broken down 
per month; 

Supporting Table SA30 

(d) any proposed amendments to the municipality's integrated development plan 
following the annual review of the integrated development plan in terms of section 
34 of the Municipal Systems Act: 

Section 5 

(e) any proposed amendments to the budget-related policies of the municipality; 

Section 6 

(f) particulars of the municipality's investments; 

Supporting Table SA15 & SA16 

(g) any prescribed budaet information on municipal entities under the sole or shared 
control of the municipality; 

Not Applicable 





2 £ 


(h) particulars of all proposed new municipal entities which the municipality intends Not Applicable 

to establish or in which the municipality intends to participate; _ 

(i) particulars of any proposed service delivery agreements, including material Not Applicable 

amendments to existing service delivery agreements;_ 


(i) particulars of any proposed allocations or grants by the municipality to- _ 

(i) other municipalities; __ 

(ii) any municipal entities and other external mechanisms assisting the municipality 

in the exercise of its functions or powers; _ 

(iii) any other organs of state; _ 

(iv) any organisations or bodies referred to in section 67(1); 

(k) the proposed cost to the municipality for the budget year of the salary, allowances 
and benefits of- 

(i) each political office-bearer of the municipality; 

(ii) councillors of the municipality; and 

(iii) the municipal manager, the chief financial officer, each senior manager of the 
municipality and any other official of the municipality having a remuneration package 
greater than or equal to that of a senior manager; 

(l) the proposed cost for the budget year to a municipal entity under the sole or 
shared control of the municipality of the salary, allowances and benefits of- 


Not Applicable 
Not Applicable 


Supporting Table SA21 
Section 12 


Supporting Table SA22 
Supporting Table SA22 
Supporting Table SA23 
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1. Overview of Annual Budget Process 
Political Oversight of the Budget Process 

md f Providing political guidance over the budget process and the priorities that guide 
its preparation, 

o Ensuring the budget is tabled and approved on time, 

Ensurino the Service Delivery and Budget Implementation Plan and Annu 
° Performance Agreements are developed and approved, and 
o Publicity and consultation on the budget is undertaken. 

Schedule of Key Deadlines relating to the Budget Process [MFMA s 21(1) <b>] 
Council adopted the Budget/IDP Time schedule in A^t 2018 


ACTION - 

WHO 

Finance Portfolio Committee (FPC) 

EDF 

Budget Workshop(AII Councillors) 

EDF 

Budget Steering Committee Meeting 

EDF 

Strategic Workshop (All Councillors) 

AO 

Consider tabled Budget 

SPECIAL 

EXCO 

Public advertisement, press release etc. to 
community advising of tabled Budge 

EDF 

Budget Consultation 

EDF 

/Mayor’s 

Office 

Collate feedback from community 

EDF/Mayors 

Office 


WHEN 


15/03/2019 

20/03/2019 

28/03/2019 

03/04/2019- 

05/04/2019 


28/03/2019 


4/04/2019 


6/04/2019- 

29/05/2019 


April/May 2019 
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EXCO to consider budget and co mmunity feedback 

i i—i n i n* 


Council considers Budget and reviews draft SUbirs 
and Performance Agreements - 


EXCO 

30 May 2019 

Council 

30 May 2019 


Process used to Integrate the Review of toe .DP & Preparation of toe Budget 
The Time Schedule adopted by Council in August 2018 provides for an integrated 
Budget and IDP Preparation Process. 

as setting performance targets for IDP objectives. 

However, actual integration ofthelDPand ^ translating these 

members and the community of the IDP strategies and pno programmes. 

5 and 18 based on 

limited funds available remains a challenge. 

Models used for Prioritising Resource Allocation . hllt » is al80 

Community participation b .^^ 0 ^ budget 

critical to develop an IDP Pnontisahon/Projert Evaluation more, 10 pr0 | |es and 

allocations. This model takes'ntoaaio nin nat | ona i provincial and local policy 

“mu'ct^ mSmen,. ^Sprnem and appmva, of Financial Planning 

and Annual IDP Review Guidelines will also assist this p 

In accordance with the JJIS^Kwrrw^'SieSartaoiSnunl^r 

and ^ 

committee members. , . . h 

Copies of the draft budget were also available for inspection, and provided to 
levels of government for their review and comment. 

There is little change to the status quo formation obtained from 

Msssrass---" 

given to municipalities. 
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Unlike the previous process, there has been 
Local Government Summits such as: 


consideration given to issues raised in 


• Cooperative Governance 

• Women, Youth, and Disabled persons 

: ™a«o°^^^^ 

for the 2019/20 financial year also includes Amakhosi. 

Tha above issues have now been identified in the IDP but still require further and serious 
attention. 

Agricultural plans have also been incorporated into the IDP. 

programs that influence the allocation of the Capital Budget, 
issues as determined by the Community in the IDP: 


• Roads 

• Community Facilities 

• Bridges 

• Poverty Alleviation 

• Storm Water 

• Aesthetics 

• Soil Erosion 

• Electricity 


Unemployment 

• Refuse Removal 

• Community Safety 

• Skills Development 

• Information Signage 

• Housing Projects 


Council acknowledges thattheLandaf'capadty of ^theAffred Duma municipality. 
^hVsC"btes% a A4 to SA6 shows the high-level link between the Budget 
and the IDP. 

3. Measureable Performance Objective and indicators 

Annual measurable perfcmance ^Jeotives tor ^ revenue source and tor 
expenditure by vote are provided for ,n Supporting Table SA 7 
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Annua, performance objectives will »e converted into quarterly targets for the Service 
Delivery and Budget Implementation Plan (SDBIP). 

Performance Management is a system 

^ * “ 1 ““ 

Framework for Managing Programme Performance Information. 

4 Overview of Budget Related Policies 


fiurrant BudT * Related Policies: 

o Credit Control, Debt Collection and Customer Care Policy 
o Indigent Policy 

o Cash Management and Investment Policy 
o Supply Chain Management Policy 
o Tariffs Policy 

o Municipal Property Rates Policy 
o Virements Policy 
o Assets Management Policy 
o Inventory Management Policy 
o Petty Cash Management Policy 
o Subsistence and Travelling Management Policy 
o Funding, Reserves and Provision Policy 
o Budget Policy 
o Accounting Policies 


^^^BkSSsSSSS ® 5 

General Inflation Outlook and its Impact on Municipal Activities 

The economic and revenue outlook has ^Iv^'ina-eased 6 and^requfre government 
pressures from state-owned compani National Budget proposes 

financial support. Given these developments the.2019 Na .ona g pj from 
larqe- scale expenditure reprioritization and tax measures xnai nanu 
4.5% of GDP in the 2019/20 financial year to four (4) /o by 2021/22. 
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Th» oma Medium Term Budget Policy Statement (MTBPS) noted that weak economic 

Eakom^ancTother financially distressed state- ownedcojnpanies^Thisp^es ghug. 

strain on National funding available for local government. The 2019 9 

proposes a series of tax and expenditure measures aimerI at*' 3 ^®"“ 0 vw 
stabilising the debt-to-GDP ratio. Additions to spending amount to R7S.3 billion ove 
hie medium term and consists mainly of transfer to reconfigure Eskom. 

Th» rnp nrowth rate is forecasted at 1.5 per cent in 2019,1.7 per cent in 2020 and 2.1 
L h ^K h Consumer inflation has also been revised down due to lower oil prices 

imtt^Hhe ^toVyo ta"gef band'^Ttoeforef'municiSferare'^uirellto^t^al'i 

'* teas S2M. sssa ss 

fm^nda^^^^nd5^^^me202V202^fin^cia^yean The^municip^tyhaspro|»sed 

^^*SSs!SS3S5£ 

and refuse tariffs and for most minor tariffs. 

Budgeted expenditure is generally increased by 5.6% which iswithinthe uf^Mmtrf 
tha tn r% taraet band Although this is above estimated CPI of 5.2 /o, it is c 

operations. 

Credit Rating Outlook 

A new financial analysis needs to be undertaken for the new municipality as well as a 
review of the credit rating. 

Interest Rates for Borrowing and Investment of Funds 

bears interest of 5.0% per annum. The redeemable date is 30 September 
Rates, Tariffs, Charges and Timing of Revenue Collection 

commenced within one (1) day of payment default. 
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Property Rates Base of the Municipality 
The rate base of the Alfred Duma municipality is in 
Municipal Property Rates Act. 


line with the implementation of the 


Collection Rates for each Revenue Source , Thll _ 

The collection of revenue remains a funda ™®"5J u SsThfs°ye?r ° T herefore e a robust 
68% of the budget is funded by collection of arrear debt. Insufficient 

credit control strategy is necessary ^ f| ow of the municipality and 

collection of revenue will have a direct impact on me ra^icw or mu H njci lity , 

therefore credit control measures must beI Annua , Financial 

Projected collection rates are based on the 2017/2018 audited Annual 

Statements available at the time of the budget i.e. the zui»* 

Financial Statements. 

Price Movements on Specifics e.g. Bulk Purchases of Electricity, Fua,etc ' 

Bulk purchases are estimated to increase by 15.63% in accordance With the NERSA 
guidelines. 


Average Salary Increases 

A 6.5% salary increase for officials and / to'^ , Aa ^fflrrenf releas^by SALGA. The 
This is as per the Salary ahr/ tA/age Co/tec 9™ m , he 2 019/2020 budget 

Circular on Councillor upper imits “^^^^ Although this Is above the 

year. Ther^ore an ^te of 6.5A h^n u^ ^ ^ g^^ ^ ^ 

inflationary forecast, an increase ot 
increases may not always be within infla ion. 

Industrial Relations Climate, Reorganisation and Capacity Building 
The industrial relations ^ale in th^ 

„„ ««,<. ***»*■ « s '“s i t srS"»" S“ 

updated and submitted to all relevant parties on an annual bas.^ tmp Y The 

plans also makes provision In addition, the 

Organogram of the m j jn lf'P a !^ F ^ G) a ^j infrastructure Skills Development Grant 
S"nd a Exp^ e ed PubSc Works Programme Grant (EPWP) all contribute to 
employment within the municipality. 
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Indigency and Free Basic Services 

on the applications received that qualify for indigency. 

All indigent consumers receive free basic "] n^heTSjlLtolo^udg^t^Mr 

!r,lK SSXSZ SS&SJSX ass- * " 

totheoommuntties that do not have aocess to the electncty network. 

All indigent households currently receive a free refuse service, which is valued at around 
R4 million in the 2019/2020 financial year. 

Impact of National, Provincial and Local Policies 

3S3Sr35£3S3Sss5 l 

remains a key requirement. 

government objfctives including national, provincial and local priorities, 
budget. 


Sale of Electricity and Impact of Tariff Increases 

It should be noted that given the magnitude££U£ 
depress growth in been^tructured and have been submitted to 

base of the municipality Tariffs have oeen suu amended, this will be 

NERSA for final approval. Should NERSA requi Jnfrsa 
done accordingly once formal feedback is received from NERS . 

Registered indigents will again be granted 50 kWh per a 30-day period free of charge 
with circuit breaker amperage restricted to 20 amps. 
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It should further benotedthatNERSA had the^he^e 

to be implemented from 1 July 2011. The enecr (q subsidise the lower 

consumption u£rs"(mostly Ihe poo* This' was Implemented accordingly by the 
municipality. 

llll§§§Si§§ 

transmission lines. 

rS3e.“ a. - - *■*-*• 

municipality out of this predicament. 

5Sa3S3S=5J5#£SS= 

in an attempt to source more funding to ensure this risk is mitigate . 

The municipality continues to increase its provision of 

infrastructure. 

Ability of the Municipality to Spend and Deliver on Its Programmes 
resources and planning and include. 


fitaffinn - Skill Shortages 

Our municipality continues to tose o*f'Sled^ind exp^tencS 1 TOThntoa? Stair asweli 
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SSL and required for both electrical fund,one, as well as 
providing credit control through disconnections. 

To alleviate these problems, Council needs to consider implementing Learnerships as 
welf a^Contractor^Development Programmes to enable and implement Capital and 
Maintenai^ce^rogrammes^s skill levels in A skills analys.s 

exercise is to be undertaken by the Department: Corporate Services. 

Plant and Equipment 

The average age of the vehicles can be well over ten (10) years and the avera ?® ® g ® 
rf heavy protean be twenty (20) years. There are constant I^ 

implement The insourcing of fleet repairs In a phased in approach from the 2019/2020 
financial year. 

Planning and Direction 

SsSSHSSsSfSS 

s^deltery fol the entire community. Policies are constantly developed, and 
revised when necessary. 


I animation and Organis ational Change 

New Legislation has resulted in change of operational 

issues continue to arise. 

Powers and Functions 

xSSSSSSSrSS 
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and review by Provincial Treasury, as well »***^J^ 

guTd e e!r™mS^?snfe nC Tte°fin S al theSe 08868 Wh6r6 
the releases were made before the preparation of the final budget. 

6. Overview of Budget Funding 
Fiscal Overview 

ratepayers 6 ancfconsumers who^n affortfto pay 

unit to ensure that debt is collected and any uncollectable debt is written off. 

„ is important that the Credit Control policy trfMjg-d * Mg* 

reviewed to ensure that the policy !=^ |r adcIressesl^he needs P ^ of (he 

efficient and cost effective to ® dm n ®* er ' ri . debt co nectlon is applied fairly but 
Council to ensure that the policy with regard to debt colleraon b app^ ^ 

eS^s'ffie^wZn^Tssueand it Is not sustainable within current budgeting 

techniques. . „ ._.. 

. mum a a pRip f n r a credible budget, all depreciation shoul 
In terms of the MFMA and GRAP, fo c gnd re p| aoe ment of assets. 

included as an expense to build fun hudaet but it is vital that we continue to 

R32.6 million is provided for depreci*boni m «« Cudgel hrtrt .s vital tn^ b jong 

temo*e'are rampltant w'itMegislation id have ffie'^Trnr.hans 

gSTttS scISulea^to'hiational'Treasury which confutes to an operational 
deth on the budget. It must be noted that this is a non-cash item. 

rrrsxs»”;K"Sr srisu»—» - - 

project will impact on current and future tariffs. 

Much of the Municipality’s plant and flee, is old and sP^s more hme^n the wod< j 

rnM!^ 
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■■ i_i r iu - ; n tha onia/on-iQ hudaet and 3 further R5 million has been directed 

ensure wider and more efficient service delivery. 

These issues can be addressed by moving toward a longer-term outiook tor all plannmg 

g°ves employees the opportunity to have a vast knowledge of the Municipality. 


Sources of Funding 

Rates, Tariffs and Other Charges 

iUfSSilSIs 

Policy - Annexure 1. 

Refuse tariffs were increased by 6% based on the costs of refuse removal, and is in line 
with inflation. 

Sterife have r Sncrea1edMne ^ to hSrttoS’Tnd also to cater for the 
costs of providing the services where possible. 

smuss 
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Performance Indicators for each major tariff are provided in Supporting Table SA 8. 


Investments - Cash Backed Accumulated Surplus 

The Municipality’s own funds currently are in the primary account of JjJ®J^hiSfsA 
and a portion of these funds have been invested as detailed in Supporting Tables SA 
16 and SA17 The municipality has numerous call accounts for its grant fun s an 
ftjnds for specific project. Cash funds need to be applied to commitments such as 
current provisions e.g. Leave provision, long-service awards etc. 

Interest and the principal on all municipal borrowings are repaid at intervats determined 
n the loan agreement and included in the budget. Therefore, sinking funds to repay the 
prindpa^debtaTtte end of the loan period is not required. However, 
need to be reconsidered should the municipality decide to access a loan to finance the 

capital budget. 

Housing funds are held in trust on behalf of the Department of Human Settlements and 
are separately invested. 

Grant Allocations 

Supporting Table SA 18 details gazetted grant allocations for 2017/2018, the current 
year, 2019/2020 and the outer 2 budget years. 

Each of the grants provided by National Government is listed below with a brief 
description of the use of the grant and other relevant information: 

1 The Local Government Equitable Share Grant is a non-conditional Grant which is 
used towards addressing service delivery backlogs and providing a social package to 
the poor in terms of free basic electricity and refuse and free alternative energy. 

2 The Financial Management Grant (FMG) is used to promote and support reforms 
to fmancia" management and implementation of the MFMA. Primary areas of focus 
have been the employment of Financial Interns, systems improvement for legislative 
and Accounting Standard compliance, and addressing finance capacity issues throug 
extema^stafMraining. Reporting on expenditure is provided monthly to National 
Government within the required timeframe and in full compliance with DoRA. 

3 The Municipal Infrastructure Grant (MIG) supplements the Municipality’s capital 
budget toeradfoate backlogs in infrastructure. MIG projects are prioritised using the 
1DP and business plans submitted to DPLG for approval. 

4 The Integrated National Electrification Programme (INEP) provides capital funds 
to addressee electrification backlog of permanently occupied residential dwellings, 
installation of bulk infrastructure and rehabilitation of infrastructure. 
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5. The Infrastructure Skills Development Grant (ISDG) is to be used for employment 
of interns in the Municipal service departments e.g. electricity, engineering, town 

planning etc. 

6 . The Expanded Public Works Programme (EPWP) is used to expand job creation 
efforts in specific focus areas, where labour intensive delivery methods can be 

maximised. 

Listed below are grants received from Provincial Government: 

1. Museum Services 

2. Community Library Services 

3. Provincialisation of Libraries 

4. Operational Costs - Accredited Municipalities 

5. Building Plans information systems 


Borrowing 

Supporting Table SA17 provides details of borrowing in the previous and current years 
and projections for the 2019/2020 financial year and the outer two (2) budget years. 


This borrowing programme is based around the projection of the three (3) 
Financial Model provided with the budget, which uses financial assumptions and tren 
to assist in estimating the levels of affordable capital programmes that may be Provided 
over the next three years. Both interest and redemption are budgeted for in the model. 
Naturally if any assumptions in the model change, it will affect the overall picture. 

Long-term borrowing can only be undertaken for revenue-generating capital 
programmes only, and there is no anticipated need for short term borrowing as 
operational expenditure will be funded from revenue and cash. 


7. Expenditure on allocations and grants programmes 

Expenditure on allocations and grants programmes is detailed in Supporting Table 
SA18. 


8. Allocations and Grants Made by the Municipality 

There are no allocations to be made by the Municipality for 2019/20 as detailed in 
Supporting Tables SA 21. 
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9 , councillor and Board Member allowances and employee benefits 

Details of personnel and salaries allowances and benefits for Councillors and officials 
are provided in Supporting Tables SA 22, & SA 23. 


10. Monthly Targets for Revenue, Expenditure and Cash Flows 

Monthly targets for Revenue, Expenditure and Cash Flows are detailed in Supporting 
Table SA 30. 


11. Annual Budgets and SDBIPs - Departmental / Functional (Internal) 

The MFMA allocates responsibility for the implementation of the approved budget to the 
Municipal Manager (s 69) ,who must provide the Mayor with a draft Service Delivery 
and Budget Implementation Plan (SDBIP) within fourteen (14) days of the approval of 

the Budget. 

In line with legislation, the Alfred Duma Municipality will prepare departmental SDBIP’s 
for the budget including capital programmes. 


12. Contracts having future budgetary implications 


In terms of the Alfred Duma Local Municipality’s Supply Cham Management Policy, no 
attracts are awarded beyond the medium-term revenue and expenditure framework 
(three years) In ensuring adherence to this contractual time frame limitation, all reports 
submitted to either the Bid Evaluation and to the Bid Adjudication Committees must 
report on the budget availability and th© sourcs/s of funding. 


13. Capital Expenditure Details 

The total Capital budget for the 2019/2020 financial year is R89.1 million The total 
Capital budget is made up of Grant funding of R71.1 million and Council funding of 
R18 million hi addition, there is R11 million allocated from the INEP grant but which .s 
not included in the total capital budget due to the principal-agent relationship. The 
housing grant of R49 million is also not included due to the principal-agent relationship 
as the municipality acts as an agent in respect of this grant allocation. The municipality 
is currently looking to finance the capital budget via the previous yearsaccumulaed 
surpluses, V and isstrictly based subject to the availability of funds. The cash flow 

poSSthe municipality must be monitored on a regular bas^ There are no pr0J ects 

delayed from the previous financial year, hence Table SA37 is not applicable. 
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Summary of Detailed Capital Plans 

Indication of capital plans will be contained In the SDBIP when completed. The capital 
plans in the SDBIP where possible, provide details regarding. 

• Information by programme and municipal ward 

• MIG sector priorities (refuse, electricity, roads, etc.) 


- The source of the funding for the capital programme 
Supporting table SA 28 shows capital expenditure by municipal vote. 

Some of the improvements still required in terms of capital budgeting include identifying 
the total cost of the capital programme, including such items as operating costs, fu 
dTpredatton'andmahltenance and repairs. When identified, there should be suftaent 
budget allocated to cover the costs and future financial and non-fmancial implrcahons 
considered including the tariff implications. Approval of the capital budget for the 
medium term will also enable detailed capital works plans to be prepared which indicate 
delivery by ward over three (3) years. 


14. Legislation Compliance Status 

The Municipal Financial Management Act (MFMA) is the most major financial reform s 
South African Local Government history and forms part of a broader programme in local 
government reform which includes the Municipal Systems Act, the Municipal Structures 
Act and the Municipal Property Rates Act. 

The Municipality applies monies from the Financial Management 
implementation of the MFMA and capacity building. An MFMA imptementation Pla 
has been developed and progress made is monitored. The Reporting on Back to Basics 

takes place regularly. 

The budget process is commenced early in the financial year and is required to be 
driven bv the Mayor and EXCO. A key impact of the MFMA is to move away from a 
one year budget to a three-year budget that is linked to the IDP. The budget should be 
forward looking and provide longer term capital planning to prioritise capital 
development and assist in addressing backlogs and service delivery in the community. 

The MFMA reauires that performance on budget delivery be monitored through the use 
If the SeS Delivery and Budget Implementation Plans for each municipal 
department The Municipal Performance Management System required in terms of the 
Municipal Systems Act including Performance Agreements for managers reporting to 
the Municipal Manager, has been developed and rolled out. 



MINUTES OF 2019/2020 DRAFT MEDIUM BUDGET STAKEHOLDERS MEETING THAT WAS HELD ON 
THE 4 th APRIL 2019, AT COUNCIL CHAMBERS OF ALFRED DUMA LOCAL MUNICIPALITY, 13HOO pm 

PRESENT 


As per attached attendance register 

1. OPENING AND WELCOME 


• The meeting was officially opened by Mrs I. Gajadhur (Manager Budget and internal Control) 
who welcomed all present. 

• It was noted that only one stakeholder was in attendance representing Ladysmith chamber 
of Commerce. 

• Mrs Gajadhur indicated that an invite was also emailed and an sms was also sent to the 
Chairperson of the Ratepayer's Association. 

• It was agreed that the draft 2019/2020 Budget would be presented to Mrs Jeniffer Wallace 
representing the Ladysmith Chamber of Commerce so that she could communicate with 
members of the Chamber. 


2. LEAVE OF ABSENCE 


• Mr M Hloba-CFO 

• Mr R.A Jhetam-Deputy CFO 

3. PURPOSE OF THE MEETING 


• To conduct public participation on the 2019/2020 draft Budget. 

4. PRESENTATION OF 2019/2020 DRAFT BUDGET 


• The slides were presented. 


5. QUESTION AND CLARITIES 


• The high electricity tariff increase was noted however it was explained that the increases 
were pronounced by NERSA. 

• The electronic copy of the slides was requested and it was indicated that this would be 
emailed to both the chairperson of Ladysmith Chamber of Commerce & the Chairperson of 
the Ratepayer's Association. 


6. CLOSING 


The meeting closed at 2.30 pm. 














NAME DESIGNATION E-MAIL SIGNATURE 





MINUTES OF 2019/2020 DRAFT MEDIUM BUDGET WORKSHOP THAT WAS i' 
HELD ON THE 7 th APRIL 2019, AT TOWN HALL, 10H00 am 

PRESENT 


As per attached attendance register 


1. OPENING AND WELCOME 


The meeting was officially opened by Mr Thulezweni Dlamini (Public Participation 
Superintendent), and he also welcome every one that was on the meeting. 

_2.INTRODUCTION OF GUEST 


Chairperson introduced Mr Irshaard -Finance 

Mr Sphamandla - Finance 

Mrs Mmelisizwe Zondo - Human Settlement 

Mr Andile Nsele - Legal 

Mr Mxolisi Mazibuko - Youth Office 

Mr Supersard - Public Safety 

3.LEAVE OF ABSENCE 


Mr T.W Ngubane - Alfred Duma Local Municipality Speaker 

4.PURPOSE OF THE MEETING 


• That the presentation was to outline the 2019/2020 draft budget to the Ward 
Committees, and they must have an input. 

• Chairperson emphasize to the ward committee to ask relevant questions that 
are based to the presentation. 

5 PRESENTATION OF 2019/2020 DRAFT MEDIUM TERM BUDGET 


Budget slide document attached 

6.QUESTIONS AND CLARITIES 


• Ward committees were not happy, because the Speaker always send an 
apology to their meetings. They also demanded to be available on the next 
meeting 

• As per 2019/2020 budget the security allocated budget is 9 million, but the 
municipality appoint private companies. 









■ Sport and recreation have a lot of money but they don’t have programs in all 
wards 

• Clarity on the rectification of electricity in ward 17 

• The ward committee request trainings and accredited certificates. 

• That the street lights are not working, but the budget is allocated. 

• Requested for Youth budget to increase 

• Rates are raising every month but the services are not in order, the 
municipality don’t cut grasses, street lights are not working, 

ANSWERS: 

> Mr Irshaad mentioned that they will raise all the issues to the Municipal 
Council 

^ Thulezweni apologized because the manager of Infrastructure was not 
available. 


7. CLOSURE 


The meeting was officially closed by the chairperson at 14H00. 
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MINUTES OF 2019/2020 DRAFT MEDIUM BUDGET STAKEHOLDERS MEETING THAT WAS HELD ON 
THE 26 th May 2019, TSAKANE COMMUNITY HALL, 14H00 pm 

PRESENT 


As per attached attendance register 

1. OPENING AND WELCOME 


* The meeting was officially opened by Mr M.G Hlubi (Ward Councillor) who welcomed all 
present. 


2. INTRODUCTION OF GUEST 


Chairperson introduced Mr M Hloba - Finance 

Mr BJ Xaba - Mayoral Office 
Mr S Zwane - Finance 

Ms ON Buthelezi - Technical and Infrastructure Services 
Mr TC Mkhwanazi-Ward Committee member 

3. LEAVE OF ABSENCE 


• MrTB Xaba-DPHS 

• Mr Abdool-Public Safety 

• MrS Maphalala- MM 

• Mr PB Simelane- Community Services 

• Mr M Kaloo- Corporate Services 

4. PURPOSE OF THE MEETING 


• To conduct a public participation process on the 2019/2020 draft Budget. 

5. PRESENTATION OF 2019/2020 DRAFT BUDGET 


• The slides were presented. 


6. QUESTION AND CLARITIES 
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KZN238 Alfred Duma - Table A1 Budget Summary 

Description 

R thousands 


IS 


2015/16 


| Financial Performance 
Property rates 
Service charges 
Investment revenue 
Transfers recognised - operaironal 
Other own revenue 

'Total Revenue (excluding capital transfers and 
contributions) 


Audited 

Outcome 


I'hI 


Remuneration of couhiMbrs 1 / ; 
Depreciation & asset impatenent 
Finance charges 
Materials and bulk purchases 
Transfers and grants 
Other expenditure 
'Total Expenditure 
Surplus/fDeffcit) 

Transfers and subsidies - capital (monetary allocations) (l| 
Contributions recognised - capital & contributed assets 

SuiplusJ(DeAclt) after capital transfers & contributions 
Share of surplus/ (deficit) of associate 
Surpkjs/{Deficit) for the year 


2016/17 


Audited 

.Outcome 


2017/18 


Audited 

-Outcome 


121762 
298088 
15 029 
175 576 
40147 


Capital expendi ture & funds scurry 


'Capital expenditure 

Transfers recognised - capital 
Sorrowing 

Internally generated fends 
jTotal sources of capital funds 




Financial position 

TotaJ current assets 
Total non current assets 
Total current liabilities 
Total non current liabilities 
Community wealth/EquIty 


Cashflows 


Net cash from (used) operating 
Net cash from (used) investing 
Net cash from (used) financing 

Cashfcasfi equivalents at the year end 


[Cash bachfnqfeurplUB rficonrJJm^ 


212483 
19752- 
105797 
499 
178 561 

244 983 


762076 


(111474) 

120353 


6879 


174536 
332 060 
15 236 
221 647 
132792 
876271 


Current Year 2018/19 


Original 

Budget 


259 032 
24351 
169 373 
513 
208831 


224 565 


190239 
353024 
12521 
229 306 
47227 
632320 


Budget 


332 550 
26 460 
166 890 
492 
226 681 
9702 
212500 


174 976 
371185 
12667 
227764 
49 534 


836 126 


(10395)] 

62749 


8679 


120 353 
120 353 


120 353 


52 354 


52354 


(163 156), 
91967 


(71169) 


336 623 
26460 
173 461 
474 
271092 
8469 
227906 


Full Year 
Forecast 


174 976 
371185 
12 667 
227 764 
49 534 
836126 


Pre-audit 

outcome 


2019/20 Medium Term Revenue & Expenditure 
Frameworit 


Budget Year 

_2019/20 


174976 
371185 
12667 
227 764 
49 534 


(210579) 
78 761 
805 


338623 
26 460 
173 461 
474 
271 092 
8469 
227906 


1046 705 


(130 993): 


(71169) 


463280 
2 170 429 
219341 
87 376 
2326 991 


79 996 
62 749 

17247 
79 996 


Cash and investments available 
Appjfcationof ca sh and investments 

Balance - surplus (shortfall) 


' Asset man aa Bin 


Asset register summary (WDV) 
Depreciation 

Renewal and Upgrading of Existing Assets 
Repairs and Maintenance 


Free services 


216177 
(187133) 
(454) 
262 208 


533749 
2 165 528 
226 370 
91 259 
2381648 


127847 

91987 

35 860 
127 847 


262206 
73417 
188 790 


92 743 
(80148) 
(537) 
274 266 


461 714 
1343 969 
214590 
13409 
1 577 684 


(130 993) 


(210 579) 
78 781 
805 


(130 993) 


(130 993)i 


110155 
79 586 

30 569 
110155 


Cost of Free Basic Services provided 

Revenue cost of free services provided 

jjpuseholds below minimu m service Imml 
Water 

Santationfeewerage: 

Energy: 


1960743 
105797 
50 000 
17153 


274 266 
36161 
238105 


92 786 
(127847) 
(576), 
226 571 


421477 
2158 786 
239441 
90 270 
2 250 655 


1867 016 


20 026 


284515 

215556 


(5190) 
(110155) | 
(474) 
158446 


110155 

79586 

30 569 
110 155 


421 477 
2158788 
239441 
90270 
2250555 


636 126 


338 823 
26460 
173461 
474 
271092 
8489 
227 906 


187838 
414 784 
14422 
252 459 
55 308 


Budget Year 
+12020/21 


924811 


1 046 705 


(210 579) 
78 781 
805 


(130 993) 


354515 
28414 
183175 
430 
304695 
8 964 
191226 


197981 
447634 
15201 
268276 
58 294 
987387 


Budget Year 
+22021122 


206 672 
470970 
16022 
268 832 
61442 


1045 938 


1071419 


378 084 
30261 
193 066 
380 
328511 
9 448 
200 380 


402 649 
32 228 
203 492 
327 
345 644 
9 958 


211183 
114013QI 1205 687 


71083 


(75525), 


110 155 
79 566 


(75 525) 


110155 


(5190) 

(110155)| 

(474), 

158446 


421477 
2158788 
239 441 
90 270 
2 250555 


89083 

71003 

18 000 


(152 743) 
75209 


(77 534) 


(77534), 


395 836 
2064 711 
207 938 
90 355 
2162255 


85 209 
75209 

10000 
85 209 


(159 743) 
79 426 


(80317), 


(80317) 


184 046 
3460 
78 012 


158446 

74232 


(5190) 
(110155)| 
(474J 
158 446 


84215 


123 583 
171145 
8960 
83039 


5173 


158446 

74232 

84215 


106 818 
173 461 
6 960 
83 039 


158446 
74 232 
84215 


5173 


5173 


106818 
173461 
8 960 
83039 


108219 
(149 034) 
(620) 
117011 


117011 

42575 

74436 


8964 
53 048 

7 

5 

2 


1952792 
160 729 
1550 
90 704 


441 704 
1956 853 
197938 
90355 
2110266 


119 756 
(152126) 
(620) 
84021 


84021 
(32 899) 
116 920 


80426 
80 426 


80426 


501 082 
1633 788 
196 938 
90 355 
2047578 


134 8381 
(158159) 
(620)| 
60 080 


60 060 
(102377)| 
162 457 


2 022 511 
183 175 
10000 
118103 


8964 
53 048 

7 

5 

2 

26 


9 448 
9996 

7 

5 

2 

26 


2101287 


123 779 


10536 

7 

5 

2 

26 
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Functionar Classification Description 

I R thousand 

Revenue - Functional 
Governance and a&ninfstrathn 
Executive and council 
Finance and administration 
Internal audit 

Community and public safety 
Cdmmuniiy and sociaf services 
. Sport and recreation 
Public safety & 

Housing 
Health 

Economic and envfronmenfe/ sendees 
Planning and development 
Road transport 
Environmental protection 
Trading services 
Energy sources 
Water management 
Waste water management 
Waste management 
Other 

[Total Revenue - Functional 


Audited 

Outcome 


:'3> — 


.jure - Funcflrtna. 

Governance and admlntstation 
Executive and council 
Finance and administration 
Internal audit 

Community and public safety 
Community and social services 
Sport and recreation 
Public safety 
Housing 
Health 

Economic and environmental sendees 
Planning and development 
Road transport 
Environmental protection 
Trading services 
Energy sources 
Wafer management 
_ Waste water management 
Waste management 
Other 

[ Total Expenditure - Functional _ 


2016/17 

^AuditetT 

Outcome 

277521 

272264 
5257 

92936 

92 936 

jn^ 


9137 

9137 


391 361 

391 361 


770955 


177 692 

132 591 
45100 

192612 

192 612 


35550 

35 550 


356222 

356222 


762 076 


6879 


Audited 

Outcome 

445 586 I 

440 328 
5257 

92 936 

92936 


9137 

9137 


391 361 

391 361 


Original 
_ Budget 

373707 
173 780 
199928 

24 420 

7117 

1018 

12081 

4202 

104905 

99466 

5439 

421064 

350 461 


70 603 

211 


Adjusted 
_ Budget 

369 109 

182779 
186 330 

22679 
6 919 
965 
11005 
3791 


924307 


177692 

132591 
45100 

192 612 

192 612 


35550 

35550 


480 812 

480 812 


299979 

197203 
98 794 
3 961 
127552 
31747 
38251 
47 933 
9620 

215171 

212243 

2927 

350168 

311210 

2629 

36 329 

2606 


Full Year 
Forecast 

369 109 1 

182779 
166 330 

22679 

6919 
965 f 
11005 [ 
3791 I 


339 586 

193825 
140 560 
S200 


193 825 
140 560 
5200 


131293 

131293 

36669 

36 869 

35 226 

35 226 

48028 

48 028 

9169 

9169 

207059 

207 059 

204 237 

204 237 

2 821 

2821 

366 042 

366 042 

327963 

327 963 

38 079 

38 079 

2726 

2726 

1046 705 

1040 705 

(130 903) 

(130 093) 


| 2019/20 Medium Term Revenue & Expendltun 
Framework 

Budget Year^ 

2019/20 


402 569 
204 748 
197821 

26565 

7396 
1160 
13 621 
4307 


09001 

89001 00 044 

84470 

84470 74331 

5411 

5411 5714 

433 835 

433 835 406 497 

360 652 

360 652 406481 

73183 

731 83 80 015 

200 

915712 

200 2191 
911! 719 oac oAi 


319032 

204 230 
110620 
4181 
129 405 
39817 
28826 
51 455 
9307 

217486 

213455 

4030 

402337 
361 272 


41 066 
3159 


426 089| 
216 335 | 
207754 j 

_ j 

27400 J 

7 800 I 
1 223 I 
14356 
4021 J 

- [ 
84424 

78401 

6022 

524453 
439 357 


85 096 
231 


1062 596 


337309 
216627 
116236 
4447 
136 830 
42 032 
30 592 
54 535 
9670 

229 871 

225 581 
4290 

432759 

389205 


452B5C 
23318C 
218865 


90 017 

83669 
6 348 


43554 

3361 


1^ 1253641 

357773 
229783 
123260 
4730 
144527 
44094 
32468 
57 801 
10164 j 

242 871 I 

238 304 
4567 

456947 

410752 


46195 
3 563 
1205661 
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Table A2 Budgeted Financial Performance (revenue and expenditure by functional 


Function*! CUnlflcilfon Deeeriptfon 


[ flaynue ■ FuncffnneJ 

Munfdpal gov*msnc4 tnd tdmfnltlratfon 
Executive and council 
Mayor and Council 

Municipal Manager, Town Secretary and Chief Executive 
Finance and administration 

Administrative and Corporate Support 

A seat Management 

Finance 

Reel Management 
Human Resources ' 
information Technology 
Legal Services 

Marketing, Customer Relations, Publicity end Media Co- 
Property Services 
Risk Management 
Security Services 
Supply Chain Management 
Valuation Sendee 
Interna! audit 

Governance Function 
Community snd pubffc nitty 
Community and soriaf services 
Aged Care 
Agricultural 

Animal Care and Diseases 

Cemeteries, Funeral Parlours and Crematoriums 

Child Cate Faculties 

Community Halts and Facilities 

Consumer Protection 

Cultural Matters 

Disaster Management 

Education 

Indigenous and Customary Law 
Industrial Promotion 
Language Policy 
Libraries and Archives 
Literacy Programmes 
Media Sendees 
Museums and Art Galleries 
Population Development 

Provincial Cultural Matters 


Audited 


Zoo's 

Sport end recreation 

Beeches end Jetties 

Casinos, Racing, Gambling, Wagering 

Community Parks (including Nurseries) 

Recreational Facilities 
Sports Grounds and Stadiums 
Public safety 
Civil Defence 
Cleansing 

Control of Public Nuisances 

Fencing and Fences 

Pb* P&bpng apd^ProtMtton^ _ 

Licensing and Control of Antmdis 

Police Forces, Traffic and Street Parking Control 
Pounds 
Housing 
Housing 

Informal Settlements 
Health 

Ambulance 
Health Sendees 
Laboratory Services 
Food Control 

HeMth Surveillance and Prevention of Communicable Diseases 
Vector Control 
Chemical Safety 


277521 
272264 
272 264 


5257 

736 


classification) 


445 SB6 
440328 


5257 

736 


4 521 


Current Year 2010/19 


373 707 
173 730 
173 500 
279 


199928 

199679 

215 


309109 

182 779 
162 319 
460 


Full Year 
_ Foment 


201W20 Medium Term Revenue A Expenditure 


389 IDS 


92996 


7117 


186 330 

185 891 
250 


182 779 
182 319 
460 


186330 

18S691 

250 


Budget Year 
2019/20 


402 

204748 

204162 


197821 

196 938 
364 


| Budget Year 7 
*1 2020/21 


426089 

218335 

217716 

617 


207 754 

206 937 
384 


22679 


100 

11961 


4202 

4202 


_130 

10875 


3791 
3 791 


7396 


391 


7005 


27 400 


10 875 


3 791 
3791 


_137 

13464 


4387 

4387 


1223 


145 

14212 


4021 

4021 


Budget Year 
+2202102 


452050 

233186 


216865 

218004 

404 


28719 
8 253 


153 

14979 


4046 
4 046 



Economic md •nvirwmfitui iwvfees 
Planning and development 
Billboards 

Corporate Wide Strategic Planning (IDPs, LEDs) 

Centre! City improvement District 
Development Facilitation 
Economic Devetopment/Pfanning 
Regional Planning and Development 

Town Pfenning, Building Regulations end Enforcement, end City 
Prefect Management Unit 
Provincial Planning 
Support to Local Municipalities 
Road transport 

Public Transport 

Road and Traffic Regulation 

Roads 

p; Taxi Ranks 
Environmental protection 

Biodiversity and Landscape 
Coastal Protection 
intBgenous Forests 
Nature Conservation 
Pollution Control 
Soil Conservation 
Trading nrvfcn 
Energy sources 
Electricity 

Street Lighting and Signal Systems 
Nonelectric Energy 
Water management 
Water Treatment 
Water Distribution 
Water Storage 
Waste water management 
Public Toilets 
Sewerage 

Storm Water Management 
Waste Water Treatment 
Waste management 
Recycling 

Soffd Waste Disposal (Landfill Sites) 

Solid Waste Removal 
Street Cleaning 

Otter 

Abattoirs 

^Transport 

Forestry 

Licensing end Regulation 

Markets 

Tourism 

Total Revenue ■ FuncttoneJ , 


- 

9 1ST 

913 

_104 9ffi 

| 8988 

8988 

800* 

6442 



913" 

0137 

9131 

9137 

99461 

172H 

62 251 

84 471 

2 344 

62126 

84471 

234 

62126 

74 33 

46: 

73 SB? 

76 40 

4SE 

77913 

83689 

515 

83 155 




5439 

5439 

5411 

5 411 

5411 

5411 

5714 

5 714 

6922 

5022 

6348 

6 348 


391 381 

301381 







- 

301391 
391 361 

391 361 
391361 

350461 

1 350 461 

360 6S2 

360 652 

433835 
360 652 
360652 

486 497 
406481 
406 481 

524453 

439357 

439357 

554335 

463 725 
463725 








"" 














70 693 

70603 

73183 

73183 

73163 

73183 

80015 

60C15 

85 996 

85096 

90 610 

90 610 

- - 

.__ ~ 

- 

211 

208 

208 

219 

231 

-— 244 




211 

206 

206 

219 

23i 

Oil 


779 95S 

939029 

924397 

915712 

915712 

995894 

1062596 

1125364 




EXPUdHttn ■ FuneUgiwf 

tfootcipul govmancs Mndidmintitratioti 
Eraoilive and council 
Mayor and Council 

Municipal Manager, Town Secretary and Chief Executive 
Finance and administration 

Administrative and Corporate Support 

Asset Management 

Finance 

Fleet Management 
Human Resources 
information Technology 
Legal Services 

Marketing, Customer Relations, Publicity end Medio Co- 
Property Services 
Risk Management 
Security Services 
Supply Chain Management 
Valuation Service 
Internal audit 

Governance Function 
Community end pubBc safety 
Community and sadrf services 
Aged Care 
Agricultural 

Animal Care and Diseases 

Cemeteries, Funeral Parlours end Crematoriums 

Child Core Facilities 

Community Halls and Fodl/ttes 

Consumer Protection 

Cultural Matters 

Disaster Management 

Education 

Indigenous and Customary Low 
Industrial Promotion 
Language Policy 
Libraries end Archives 
Literacy Programmes 
Modia Services 
Museums and Art Galleries 
Population Development 
Provincial Cultural Metiers 
Theatres 
Zoo's 

Sport and recreation 

Beaches and Jetties 

Casinos, Racing, Gambling, Wagering 

Community Parks (indueBng Nurseries) 

Recreational Facilities 
Sports Grounds and Stadiums 
Public safety 
Civil Defence 
Cleansing 

Control of Public Nuisances 
Fencing and Fences 
Frre Fighting and Protection 
Licensing end Control of Animals 
Police Forces, Traffh and Street Parking Control 
Pounds 
Housing 
Housing 

- Informal Settlements -._ 

Harfth 

Ambulance 
Health Services 
Laboratory Sendees 
Food Control 

Health Surveillance end Prevention of Communicable Diseases 
Vector Control 
Chemical Safety 


n 




Fctmondc and mvifonrtwntal ivrvk&t 
Ranning and development 
Billboards 

Corporate Wida Strategic Planning (lDPs, LEDs) 

Central City improvement District 
Development Facilitation 
Economic Devebpmant/Pienning 
Regional Planning and Development 

Town Planning, BuHding Regulations and Enforcement, and City 
Project Management Unit 
Provincial Planning 
Support to Local Municipalities 
Road transport 

Public Transport 

Road and Traffic Regulation 

Roads 

. Taxi Ranks 
L Environments^ protection 

Biodiversity and Landscape 
Coastal Protection 
Indigenous Forests 
Nature Conservation 
Pollution Control 
Soil Conservation 
Trading aanfevt 
Energy sources 
Bectridty 

Sheet Lighting and Signal Systems 
Nonelectric Energy 
Water management 
Water Treatment 
Water Distribution 
Water Storage 
Waste water mirage Irani 
Public Toilets 
Sewerage 

Storm Water Management 
Waste Water Treatment 
Waste management 
Recycling 

Solid Waste Disposal (Landfill Sites) 

Solid Waste Removal 
Street Cleaning 

Other 
Abattoirs 
Air Transport 
Forestry 

Licensing and Regulation 

Markets 

Tourism 

Total Expenditure - Functional 

SurplwfUDaficifl fa r tin wear " '- 

- -- 


t Government Finance Sfe&ffcs Functions and Sub-functions ai 

2 . T J '" • - •• 


^3 


35550 


215171 


356222 


212 243 
21452 


189436 
1 356 


207 05$ 
204 237 


2927 

2927 


IB 482 


183 629 
2246 


20705$ 


762076 

6679 


460 912 

460812 


311210 

311210 


2629 

2629 


2621 

2821 


204 237 
16462 


183 529 
2248 


2621 

2821 


217486 

213455 


229871 f 


242671 


195165 

2995 


4030 

4030 


16272 


206119 

3190 


866665 

52354 


3 395 
32934 


995475 

(711691 


36 079 


2468 

35611 


402337 


361 272 

361272 


2468 
35 611 


~~2 726 I 


1048765 

(1309931 


1046705 
(130 99311 


3475 
37 590 


4290 

4290 


238 304 
17312 


389205 
3BS 205 


3159 

1071 419 j 
(7552511 


43554 


3692 

39882 


3361 

1140130 

- F7M4) 


4567 

4567 


1205661 
(80 31711 


3 ToUExpsndilunbyFurKtonalCtt^ 

4. All amounts nwt be classified under a Functional dassiScathn. The GFsS^rv^ Performance (revenue and expenditure) 

.<**«** ArB*** M h , rfalmay 


check oprev balance 
check opexp balance 



KZN238 Alfred Duma - Table A3 Budgeted Financial Performance ft» 



1. Insert'Vote'; e.g. department, if diflemt to fonctbrti classification structure 

2. Must reconcile to Budgeted Financial Perfon 
3 ■ Assign share in 'associate' to relevant Vote 


jg H23C Alfred Duma - Tri.leA3 Budgeted Rm ncM Performance t»venue»n l [«. W nditu re h„m»nlci M l votetA 


Vote Description 


| R thousand 


Revenue bv Vote 

Vote 1 - Executive and Council 

1.1- MUNICIPAL MANAGER 

1.2- COUNCIL GENERAL 
1,3 -MAYORAL OFFICE 

1 A - PUBLIC PARTICIPATION 
1.5 - PERFORMANCE MANAGEMENT 
1.6- INTERNAL AUDIT 
17-COMMUNICATION 


Vote 2 - Corporate Services 
2.1 - ADMINISTRATION 
2,2-LEGAL SERVICES 

2.3 - CORP SERVICES: IT (COMPUTER) 

2.4 - CORP SERVICES: PERSONNEL 

2.5 - EMPLOYEE ASSJSTANCEPRQGRAM 


Vote 3 - Finance 

3.1 - FINANCE - EXPENDITURE SECTION 
3 2 - FINANCE - FINAL ACCOUNT 
3.3 - FINANCE - MFMA BUDGET OFFICE 
34 - FINANCE - ASSET MANAGEMENT 

3.5- FINANCE-MANAGEMENT 

3.6 - FINANCE - REVENUE SECTION 

3.7 - SUPPLY CHAIN MANAGEMENT 

3.6- STORES 

3.8 - FINANCE - INTERNAL CONTROL 
3.10 - VALUATION SERVICES 

Vote 4 - Public Wo rice and Servfcee 
4.1-PUBLIC WORKS 

4.2 - BE HOUSE/BUILD CONTROL INFRAST 

4.3 - PROJECT MANAGEMENT 

4.4 - BE MANAGEMENT & LEADERSHIP 
4.5-LANDFILL SRE 


Vote 5 - Community Sendees 

5.1 - COMMUNITY SERVICES -ADMIN 

5.2 - CLEANSING AND SOUDWASTE 

5.3 - PARKS AND GARDENS 
54-LIBRARY 

5.5 -COMMUNITY HALLS 

5.6 - PUBLIC SAFETY - TRAFFIC- 

5.7-LICENCING 

5.B- DISASTER MANAGEMENT 
5.9-FLEET MANAGEMENT 
5,10 -SECURITY 
Vote 6 - Electrical Sendees 

6.1 - ELECTRICITY - ADMINISTRATION 

6.2 - ELECTRICITY - PURCHASE OF 

6.3 - ELECTRICITY - DISTRIBUTION 
64-ELECTRICITY-COLENSO 

6.5 - METERING AND SERVICES 


Audited 

Outcome 


2016117 


Outcome 


270765 

276765 


-Outcome 


Currant Year 201 S /10 


444 850 


730 

736 


Vote 7 - Development, Planning and Human Settii 

7.1-TOURISM 

72 - REAL ESTATEIPROPERTYMNGT 
7.3-HOUSING 
74 - STRATEGIC PLANNING 
7.5-LED 

7j6-ADMINISTRATION 


Vote 8- 

6,1 - (Name of sub-vote] 


JBnwni 


736 

736 


Original 

Budoet 


173 500 


173500 


Adjusted 

Budget 


182 319 


182 319 


Full Year 
Forecast 


2019/20 Medium Term Revenue & Expenditure 
Framework 


Budget Year 
_ 2019120 


250 


250 


182 319 


162319 


92936 


9137 

9137 


92930 


92936 


9137 

9137 


3701 

195978 


34 
82531 
62 251 


391381 

391 361 


Vote 9- ——- 

9.1 - |Name of aib-vote] 


391301 

391361 


96 259 

70 603 
1016 
6590 
527 
11981 
5438 
100 

350 401 
350461 


185711 


182071 


82586 

82126 


Budget Year +11 Budget Year+fl 


2020121 


204 161 


460 


21628 

211 

4202 

1004 

16035 

95 


360052 

360 652 


6712 

206 

368 

3791 

2174 

120 

50 


185711 


3620 

1B2071 


20 
82 580 

62126 


364 


IBS 958 


2 521 
194416 


74953 
74 367 


217718 


217718 




232535 


232 535 


384 


97483 

97483 

73163 

73183 

965 

965 

6 549 

6549 

370 

370 

11005 

11005 

5411 

5411 

- 

- 

" 

- 


360052 


360652 


107 907 

60015 
1 

7 005 
391 
“13484 
5714 
137 


400 481 

406 481 


2 022 
204915 


22 
78 531 
77913 
617 


114487 


1223 
7367 
412 
“14212 
6 022 
145 


499 357 
438 357 


6 712 
206 
368 
3791 
2174 
120 
50 


5069 

219 

390 

3997 

284 

127 

53 


5151 
231 
411 
4 021 
299 
134 


218027 


2 023 
215980 


23 

83 805 
63155 
651 


121 630 

90 610 
1289 
7616 
435 
14 979 
6346 
153 


463 725 

463725 


5 237 
244 
433 
4 046 
315 
141 


4S 



_ N238 Alfred Duma - Table A3 Budgeted Financial Perform a nce (revenue and expenditure by municipal n 

Vote Description Rtf 2015/16 [ 201R/17 l 'M4T11I I «_ - 


Current Year 2018/19 


Audited T“ Audited Audited Original I Adjusted - 

Oyfro^_Outcome_Budoet Xw 



201S/24 Medium Term Revenue & Expenditure 
Framework 

Budget Year | Budget Year +11Budget Year+2 


Vote 10- Null 

10.1 - [Name of sub-vote] 


Vote 11-Null 

11.1 - [Name of sub-votej 


Vote 12-Null 

12.1 - [Name of sub-vote] 


Vote 13 *■ Null 

13.1 - [Name of sub-vole] 


Vote 14-Null 

14.1 - [Name of sub-vote] 


Vote 15- Null 
15.1- [Name of sub-vote] 


Total Revenue by Vote 



KZH238 Affined Duma - Table A3 Budgeted Financ ial Performance (revenue and expenditure by municipal vote)A 


Vote 3 - Finance 

3.1 - FINANCE - EXPENDITURE SECTION 
3^ - FINANCE - FINAL ACCOUNT 

3.3 - FINANCE - MFMA BUDGET OFFICE 

3.4 * FINANCE - ASSET MANAGEMENT 

3.5 - FINANCE - MANAGEMENT 

3.6 - FINANCE - REVENUE SECTION 

3.7 - SUPPLY CHAIN MANAGEMENT 
3,6 - STORES 

3.G - FINANCE - INTERNAL CONTROL 
3.10-VALUATION SERVICES 

Vote 4 - Public Wbrfcs and Services 
4.1-PUBLIC WORKS 

4.2 - BE HOUSBBUILD CONTROL INFRAST 

4.3 - PROJECT MANAGEMENT 

4.4 - BE MANAGEMENT & LEADERSHIP 

4.5-LANDFILL SITE 



Vote 5 - Community Service* 

5.1 - COMMUNITY SERVICES -ADMIN 
52 - CLEANSING AND SOUDWASTE 
5.3-PARKS AND GARDENS 

54-LIBRARY 

5.5 - CQMMUNJIY_HA_!1S 

5.6-PUBLIC SAFETY-TRAFFIC 

5.7 - LICENCING 

5.8 - DISASTER MANAGEMENT 

5.9- FLEET MANAGEMENT 

5.10- SECURITY 

Vote G - Electrical Services 

6.1 - ELECTRICITY - ADMINISTRATION 
52 - ELECTRICITY - PURCHASE OF 
6.3 - ELECTRICITY - DISTRIBUTION 
64 - ELECTRICITY - COLENSO 

6.5 - METERING AND SERVICES 


Vote 7 - Development Planning and Human Settlement 
7.1-TOURISM 

7.2 - REAL ESTATE/PROPERTYMNGT 
7.3-HOUSING 
74-STRATEGIC PLANNING 

7.5- LED 

7.6- ADMINISTRATION 


Vote 8- 

6.1 - [Name of sub-vote] 


Vote 9- 
9.1 - [Name of Bub-vote] 






KZN238 Alfred Duma - Table A3 Budgeted Financial Performance (revenue and expenditure by municipal votelA 


Vote Description 

Ref 2015/16 

2016/17 

2017/11 

Current Year 2018/19 

2010/20 Medium Term Revenue & Expenditure 
Framework 

Rthousand 

Audited 

Audited 

Audited 

Original 1 Adjusted 1 Full Year 

Budget Year Budget Year +1 j Budget Year +2 


Vote 10- Null 




10.1 - [Name of sub-vote] 




Vote 11- Null 




11,1 - [Name of sub-vote] 




Vote 12-Null 

* 



12,1 - [Name of sub-vote] 




Vote 13-Null 




13.1 - [Name of sub-vote] 




Vote 14-Null 




14.1 - [Name of sub-vote] 




Vote IS-Null 




15.1 - [Name of sub-vote] 




i o«bi expenditure by vote 2 

Surplus/fDeflcIt) for the year 2 

" 

762076 

ASTQ 

966 665 

W 1U 



jaMllH il^gjlllNMKilJJjLUWMUJiJI 


1. Insert Vote, eg. Department, if different to Functional structure 

2. Must resonate to Financial Performance fRevenue and Expenditure by Functional Classification' and ‘Revenue and Expendftute’i 

3. Assign share in 'associate' to relevant Vote 




KZN238 Alfred Duma - Tab le A4 Budgeted Financial Performance (revenue and expenditure) 

Description 


Ref 2015/16 


R thousand 


Revenue Bv Source 
Property rates 

Service charges - electricity revenue 
Service charges * water revenue 
Service charges - sanitation revenue 
Service charges - refuse revenue 
Rental of facilities and equipment 
interest earned - external investments 
Interest earned - outstanding debtors 
Dividends received 
Fines; penalties and forfeits 
Licences and permits 
Agency services 
Transfers and subsidies 
Other revenue 
Gains on disposal of PPE 
Total Revenue (excluding capital transfers and 
contributions) 


Expenditure Bv Tvne 
Employee related costs 
Remuneration of councillors 
Debt impairment 
Depreciation & asset impairment 
Finance charges 
Bulk purchases 
Other materials 
Contracted services 
Transfers and subsidies 
Other expenditure 
Loss on disposal of PPE 
Total Expenditure_ 


Surplusf( Deficit) 

Transfers and subsidies - capital (monetary 

allocations) (National / Provincial and District) 
i ransiers ana suosiaies - capital (monetary 

allocations) (National / Provincial Departmental 
Agencies, Households, Non-profit Institutions, Private 
Enterprises, Public Corporate ns, Higher Educational 
Institutions) 

Transfers and subsidies - capital (in-kind - ail) 
Surplus/fDeficft) after capital transfers & 
contributions 
Taxation 

Surpiue/(Deficlt) after taxation 
Attributable to minorities 
Surp!us/(Deflcrt) attributable to municipality 
Share of surplus/ (deficit) of associate 
Surpms/fDeflcIt) far the year ~~ ” 


Outcome 


2016/17 


Audited 

Outcome 


121 762 
278318 


19770 
2375 
15 029 
4647 

21 781 
4 945 

175576 

6399 


2017/18 


Current Year 2018/19 


Audited 

Outcome 


212483 
19 752 


174536 

306944 


25116 

2 980 
15 236 

3 038 

28 6221 
5544 

221647 
5364 
87 244 


Original 

Budget 


676271 


190239 
331183 


21 842 
3182 
12521 
4561 

31 583 

5145 
229 308 
2756 


105 797 
499 
178 561 

22456 

132439 
40 393 


762 076 


(111474)| 
120 353 


259032 
24351 
42189 
169 373 
513 
208831 

34243 

148134 


832320 


Adjusted 

Budget 


174976 

348200 


22985 
2378 
12 667 
5 986 

32 911 
2 558 
2 558 
227 764 
3143 


636126 


6 879 


8 879 


6 879 


(10 395)| 
62 749 


52354 


332550 
26460 
56 950 
186890 
492 

226881 

46 730 
9 702 
106819 


995475 


(163156) 


91987 


338823 
26 460 
59115 
173 461 
474 
243 062 
28030 
85 603 
8 489 
83189 


1 046 705 


(71169) 


52354 


52 354 


(71159) 


(71189), 


(210 579) 
78 781 


605 


(130993) 


(130 993) 


(130 9931 


1 . 


1?1159) [ (130 993}[ 


Full Year 
Forecast 


174976 

348200 


22 985 
2 378 
12667 
5 988 

32911 
2 558 
2558 
227764 
3143 


836126 


338 823 
26460 
59115 
173461 
474 
243062 
28 030 
85603 
8489 
83189 


1046 705 


(210 579)1 


78781 


(130 993) 


(130993)1 


(130993) 

(130993) 




Pre-audit 

.outcome 


174976 
348 200 


22985 
2378 
12667 
5 986 

32 911 
2558 
2 558 
227764 
3143 


2019/20 Medium Term Revenue & Expenditure 
Framework 


Budget Year 
2019/20 


836126 


338 823 
26460 
59115 
173461 
474 
243062 
28 030 


187 838 
391 055 


23 729 
2511 
14422 
6 322 

36 755 
2702 
2701 
252 459 
4318 


Budget Year+ljBudget Year +2] 

2020/21 i 2021/22 


197 981 


208 672 


422 624 1 444 609 


25 010 
2647 
15201 
6 663 


924 811 


1046705 


(210 579) | 
78781 

805 


354 515 
28414 
58 878 
183175 
430 
274887 
29808 
47629 
6 964 
84719 


387381 
2847 ' 
2847 
268276 
4552 


987 387 


1 071419 


(146 608) 

71 083 


378 084 
30261 
62058 
193 066 
380 
297153 
31358 
48 679 
9448 
89 644 


I 


1140130 


(130 993) 


(130993) 


(130993) 


(75 525), 


(75525) 


(152743), 

75209 


(77 534) 


(75525) 


(75585)1 


(77534) 


(77 5341 


177534)] 


2. Detail be provided in TsbfeSAI 
* d ^ aibed as 'M° rd <*‘Wut<lebts'-amounts stotm should mSed the change in the provision for debt impeimmt 


26 361 

2 790 
16022 
7 023 

40830 

3001 

3 001 
286 832 

4798 


1045 938 


402 849 
32226 


203 492 
327 
312605 
33039 
51309 
9958 
94465 


1205 681 


(159 743)| 
79426 


(80317) 


(80317) 


(80317) 

!80317)| 



100 



4. Most recmalelo supporting latle am* lo Budgeted Fmmctet Pertomanoo (avenue and expendtum) 


S. InMefinance leases end PPPc^ funding omvonenl of utrtlan, payment-total bonowingrtepayn^ TabteSAIT 

7. Total Capita} Funding must balance with Total Capital Expenditure 

ft Indude any capitalised interest (MR IM section 46) as part of relevant capital budget 


























































































K2 W238 Alfred Duma ■ TaDle A5 Budgeted CajKa) Ex p enditure by vote, functional classification and funding 


Vote Description 


R thousand 


Mufti-veer exp enditure annmnriptlnn 
Vote 1 - Executive and Council 

1.1 - MUNICIPAL MANAGER 

1.2- COUNCIL GENERAL 
1 3 - MAYORAL OFFICE 
1.4-PUBLIC PARTICIPATION 

1.5 - PERFORMANCE MANAGEMENT 

1.6- INTERNAL AUDIT 

1.7- COMMUNICATION 


Vote 2 - Corporate Services 

2.1 - ADMINISTRATION 

2.2-LEGAL SERVICES 

2.3 - CORP SERVICES; IT (COMPUTER) 

2,4-CORP SERVICES: PERSONNEL 

2.5 - EMPLOYEE ASSISTANCEPROGRAM 


Vote 3 - Finance 

3.1 - FINANCE - EXPENDITURE SECTION 
3-2 - FINANCE - FINAL ACCOUNT 

3.3 - FINANCE - MFMA BUDGET OFFICE 

3.4 - FINANCE - ASSET MANAGEMENT 

3.5- FINANCE-MANAGEMENT 

16 - FINANCE - REVENUE SECTION 
3.7 - SUPPLY CHAIN MANAGEMENT 
3j0 - STORES 

3.9 - FINANCE - INTERNAL CONTROL 

3.10 - VALUATION SERVICES 

Vote 4 - Public Works and Service* 

4.1-PUBLIC WORKS 

42 - BE HOUSE/BUILD CONTROL INFRAST 
4.3 - PROJECT MANAGEMENT 
4 A - BE MANAGEMENT & LEADERSHIP 

4.5- LANtFILL SITE 


Vote 5 - Community Service* 

5.1 - COMMUNITY SERVICES -ADMIN 

5.2 - CLEANSING AND SOLIDWASTE 
5J-PARKS AND GARDENS 

—5.4= LIBRARY—----- 

5.5 - COMMUNITY HALLS 

5.6 - PUBLIC SAFETY - TRAFFIC 
5.7-LICENCING 

5.8 - DISASTER MANAGEMENT 

5.9 - FLEET MANAGEMENT 
5.10-SECURITY 


Audited 

Outcome 


Outcome 


Outcome 


Current Year 2018/IB 


Original 

Budget 


Vote 6 - Electrical Services 

6.1 - ELECTRICITY - ADMINISTRATION 

6.2 - ELECTRICITY - PURCHASE OF 

6.3 - ELECTRICITY - DISTRIBUTION 

6.4- ELECTRICITY-COLENSO 

6.5- METERING AND SERVICES 


Vote 7 - Development Planning and Human 
7.1-TOURISM 

72 - REAL ESTATEIPROPERTYMNGT 
7.3-HOUSING 
7 A - STRATEGIC PLANNING 

7.5- LED 

7.6- ADMINISTRATION 


Adjusted 

Budget 


Full Year 


Preaudit 

outcome 


2019/20 Medium Term Revenue & Expenditure 
Framework 


Budget Year 
2019/20 


Budget Year +1, 
2020/21 


Budget Year+2 
2021/22 


‘ i 



VotaB- 

B.1 - [Nameofaub-vote] 


Vote 9- 

9.1 - [Name of sub-vote] 


Vote 10-Null 

10.1 - (Name of sub-vole] 


Vote 11-Null 

11,1 - [Nameofaub-vote] 


Vote 12-Null 

12.1 - [Name of sub-vote] 


Vote 13 -Null 
^34HN«ne^-autH«to] 


Vote 14-Null 

14,1 - [Name of sij-vote] 


Vote 15-Null 

15.1 - [Nameofaub-vote] 


lendlture sub-total 



2 


- Municipal Vote 


j SInala-vaar expenditure appropriation 

Vote 1 - Executive and Council 
It -MUNICIPAL MANAGER 
1*2 - COUNCIL GENERAL 

1-3- MAYORAL OFFICE 

1.4 - PUBLIC PARTICIPATION 

1.5 - PERFORMANCE MANAGEMENT 
IB-INTERNAL AUDIT 

1.7 -COMMUNICATION 


Vote 2 - Corporate Services 

2.1-ADMINISTRATION 

12 - LEGAL SERVICES 

2-3 - CORP SERVICES: IT (COMPUTER] 

14 - CORP SERVICES: PERSONNEL 

2-5 - EMPLOYEE ASSISTANCEPROGRAM 


Vote 3 -Finance 

3.1 - FINANCE ■ EXPENDITURE SECTION 
32 - FINANCE - FINAL ACCOUNT 

3.3 - FINANCE - MFMA BUDGET OFFICE 

3.4 - FINANCE - ASSET MANAGEMENT 

3-5 - FINANCE - MANAGEMENT 

3.6 - FINANCE - REVENUE SECTION 

3.7 - SUPPLY CHAIN MANAGEMENT 
3.8-STORES 

3.9 - FINANCE - INTERNAL CONTROL 

3.10 - VALUATION SERVICES 
Vote 4 - Public Work* and Service* 

4.1 - PUBLIC WORKS 

42 - BE HOUSE/BUILD CONTROL INFRAST 

4.3 - PROJECT MANAGEMENT 

4.4 - BE MANAGEMENT & LEADERSHIP 

4.5 -LANDFILL SITE 


Vote 5 - Community Services 

5.1 - COMMUNITY SERVICES -ADMIN 

5-2 - CLEANSING AND SOLIDWASTE 

5.3- PARKS AND GARDENS 

5.4- LIBRARY 

5.5 - COMMUNITY HALLS 

5.6 - PUBLIC SAFETY - TRAFFIC 
5L7- LICENCING 

5.8 - DISASTER MANAGEMENT 

-JWLlFLEET management _ 

5.10 -SECURITY 


Vote 6 - Electrical Service* 

6.1 - aECTRICITY-ADMINISTRATION 

6.2 - ELECTRICITY - PURCHASE OF 

6.3 - ELECTRICITY - DISTRIBUTION 

6.4 - ELECTRICITY - COLENSO 

6.5-METERING AND SERVICES 


Vote 7 - Development, Planning and Human Setflemem! 
7.1-TOURISM 

7.2 - REAL ESTATE/PROPERTYMNGT 

7.3- HOUSING 

7.4- STRATEGIC PLANNING 

7.5- LED 

7.6- ADMINISTRATION 


Vote 8 - 

6.1 - [Name of sublet*] 


to* 






111 

!5 112 

5 11! 

IS it 

w 









1C 

)0 






1 12 

!5 112 

5 ii: 

!5 






2 (XX 

) 51 

} 5C 

1 5 

0 40' 

7 30 

0 500 




2 OCX 

) 

- 

- 

101 

3 






Si 

) 50 

1 9 

3 30i 

r m 

) 500 

- 

1 


- 

17100 

17100 

1710C 

1 100 


- 





17100 

17100 

17100 

100 




120 353 

62749 

76156 

54035 

54035 

54035 

63 843 

67259 

76776 


120 353 

62749 

78156 

50141 

50141 : 

50141 

63843 

67259 

78 776 





3864 

3 864 

3 864 




- 

- 

- 

27691 

5090 

5090 

5090 

10 750 

14 650 

650 





4 900 

4988 

4960 








3 

3 

3 

600 

4 000 





691 




550 

650 

650 








100 






2 00U 

100 

100 

100 






_ 

_SOT.. 

- 

_ 

_ 

9 500 

10000 


- 

- 

17247 

7 000 

1053S 

10538 

10538 

132B3 

2 500 




17247 

7000 

10 536 

10 536 

10 538 

13263 

2500 





13 000 

22 216 

22 216 

22216 

600 

500 

500 








100 







805 

805 

805 

500 

500 

500 





21411 

21411 

21411 







13 000 
















- 



Vote 9 - 

9.1 - [Name of sub-vote] 


Vote 10- Null 

10.1 - [Nmm of subrote] 


Vote 11-Null 

11.1 - [Name of sub-rote] 


Vote 12-Null 

12.1 - [Name of sub-vote] 


Vote 13-Null 

13.1 - [Name of sub-rote] 


Vote 14-Null 

14.1 - [Name of subrote] 


Vote 15-Null 

15.1 - [Name of sub-vote] 











KZN238 Alfred Duma ■ Table A6 Budgeted Financial Position 




Description 

R thousand 

1— 
Ref 

2015116 

2016/17 

2017/18 

Currant Year 2016/19 

- ; ' ,±. ___ 

2019/20 Medium Term Revenue & Expenditure 
Framework 

Audited 

Outcome 

Audited 

Outcome 

Audited 

Outcome 

Original 

Budaet 

Adjusted 

Budaet 

Full Year 

Pre-audit 

outcome 

Budget Year 
2019/20 

Budget Year +1 
2020121 

1 Budget Year +2 
2021/22 

ASSETS 

Current assets 

Cash 

Call investment deposits 

Consumer debtors 

Other debtors 

Current portion of Jong-term receivables 

Inventory 

1 

1 

2 

- 

262 206 

147 313 

! 16435 

37 323 

274 266 

199677 

l 

I 15 587 

44219 

28462 
256053 
48 314 
65807 

43 078 

28362 
130 084 
218812 

1 — 

44 219 

28 362 
130084 
218 812 

- 

i 

44 219 

28362 
130 084 
218 812 

44 219 

117011 

234 606 

44 219 

84021 

313464 

i 

j 44219 

60080 

396 783 

' 44219 

Total current assets , 4 


> - * 

^ 463280 

533 749 

.461 714 

421 477 

421477 

421 477 

395636 

441 704 

501 062 

Non current assets 

Lang-term receivables 
investments 

Investment property 

Investment in Associate 

Property, plant and equipment 

Biological 

Intangible 

Other non-current assets 

3 

i 

186943 

1960 743 

5275 

17468 

i 

276 636 

1867016 

| 4406 

17468 

1343 969 

j 

276 636 

1860276 

4406 

17468 

276 636 

i 

| 1 860 276 

4408 

17468 

276636 

1860 276 

4 408 
17468 

15 

276 636 

1766 184 

4406 

17468 

i 15 

! 276636 

| 1658327 

j 

1 4408 

17468 ■ 

15 

i 

276636 

| 1535261 

4408 

17468 

Total non current assets 


- 

2 170429 

2165528 

1343969 

2158 766 

2 158 788 

2158 788 

2 064711 

1956 853 

1 833 788 

TOTAL ASSETS 


- 

2633708 

2699277 

1805 663 

2560265 

2580265 

2 580265 

2460 547 

2 398558 

2 334 870 

LIABILITIES 












Current liabilities 












Bank overdraft 

1 











Borrowing 

4 

- 

535 j 

579 

623 

623 

623 

623 

620 

620 1 

620 

Consumer deposits 


i 

10 678 

15400 


15400 

15 400 

15400 

15400 

15400 ! 

15400 

Trade and other payables 

4 

- 

204306 | 

205 012 

213368 

205 339 

205 339 

205 339 

186 538 

176538 

175 538 

Provisions 



3821 

5 379 

599 

18 079 

18079 

18079 

5 379 

5379 

5379 

Total current llablirtaes 


- 

219 341 

226 370 

214590 

239441 

239441 

239 441 

207938 

197 938 

196 936 

Non current liabilities 












Borrowing 


- 

6748 

6166 

5543 

5 543 

5543 

5 543 

5262 

5262 

5262 

Provisions 


- 

80 629 

85 093 

7866 

84 727 

84727 

84 727 

85093 

85 093 

85 093 

Total non current liabilities 


- 

87 376 

91 259 

13409 

90 270 

90270 

90 270 

90 355 

90 355 

90 355 

TOTAL LIABILITIES 


- 

306717 

317629 

227999 

329 710 

329 710 

329710 

298292 

288292 

287292 

NET ASSETS 

5 

_ 

2326991 

2 381 648 

1577 684 

2250 555 

2250555 

2250 555 

2162 255 

2110266 

2 047 578 

COMMUNITY WEALTH/EQUITY 












Accumulated Surplus/(Deficit} 



2298717 

2351 241 

1549410 

2220 248 

2 220 148 

2220 148 

2131848 

2 079 658 

2 017170 

Reserves 

TOTAL COMMUNITY WEALTH/EQUITY 

4 

g 

- 

28 274 

9 OX14 

30 406 

0 004 fiiB 

28 274 

30407 

30407 

30407 

30 407 

30407 

30407 

References 



L *MD SWi 



2250655 

2 250 555 

2 250 555 

2162255 

2110266 

2 047578 


1. Detail to be provided in Table SA3 


1 Include completed low cost housing to be transferred to beneficiaries within 12 months 

3. include 'Construction-wod-in-progress 1 (disclosed separately in annual financial statements) 

4. Detail to be provided in Table SA3~lndudes msarueskthefunded-by stBtite. 

5. Net assets must balance with Total Community Wealth/Equity 












































































KZN238 Alfred Duma - Table A7 Budgeted Cash Flows 



|a The MTREF is popufeted directly from SA30. 
TotaJ receipts 
Total payments 

Borrowings & investments & c.cJeposits 
Repayment of borrowing 


- 

545653 

730 658 

844 422 

606 939 


(516609) 

(718063) 

(879 482) 

(924 284) 


29 044 

12595 

(35 061) 

(115345) 

- 

- 

- 

(576) 

(474) 


29 044 

12595 

(35 637) 

(115 819) 


(454) 

(537) 




606 939 606 939 

(924 284) (924 284) 

(115345) (115 345) 


937 585 1 004 763 1 071 618 

(978400) (1037132) (1094 939) 

(40 815) (32370) (23321) 


(474) 

(115819) 


(474) 
(115 819) 


(41436) 


(32990) 


(23 941) 
























































































KZN238 Alfred Duma - Table AS Cash bad 

«dj 

-eserves/accumulated surf 

)lus reconciliation 

tort 

Description 

Rthousand 

Ref 

2015/16 

2016/17 

2017/18 

Current Year 2018/19 

2019/20 Medium Term Revenue & Expenditure 
Framework 

Audited 

Outcome 

Audited 

Outcome 

Audited 

Outcome 

Original 

Budoet 

Adjusted 

Budaet 

Full Year 
Forecast 

Preaudit 

Budget Year 

Budget Year+1 

Budget Year 42 

Cashfcash equivalents at the year end 

Other current investments > 90 days 

Non current assets - Investments 

Cash and Investments available: 

1 

1 

_ 

262 208 
(0) 

262 288 

274 266 
(0) 

VTA Oftfi 

226 571 
57944 

158446 

158446 

158 446 

117011 

84021 

2D21JZZ 

60 080 

Application of cash and Investments 

2 

3 

4 

5 

-i 

25110 

■i* 48 307 

73 417 

53391 

-■4 (17230) 

36161 

284 515 

25110 

72280 
75 912 

42 253 
215556 

158446 

54191 

(28445) 

18079 

30407 

74232 

158 446 

54191 

(28 445) 
18 079 

30407 

74232 

158446 

54191 

(28445) 
18 079 

30 407 

74232 

117011 

53 391 

(59302) 

18079 

30407 
42 575 

lWQ21 

53391 

(134 776) 
18079 

30407 
/32 899V 

60080 

53 391 

(204254) 
18 079 

30407 

H02S771 

Unspent conditional transfers 

Unspent borrowing 

Statutory requirements 

Other working capital requirements 

Other provisions 

Long term investments committed 

Reserves to be backed by cash/investments 

Total Application of cash and Investments: 
SumlusfshortfalN 

vui piuB(wim ubiij 

References 



188 790 ! 

238105 

68959 

84 215 

84 215 

84215 

74436 

116920 1 162457 1 


1. Must mcondie with Budgeted Cash Flows 

2. For example: VAT, taxation 

3. Council approwl hr policy required - indude sufkiani working capital (e.g. allowing bra % of current debtors >90 days as uncolledabbl 

4. For example: sinking tund requirements for borrowing 

5. Council approval required for each reserve created and basis of cash backing of reserves 


Other working capital requirements 
Debtors 

Creditors due 
Total 

Debtors collection assumpflons 
Balance outstanding - debtors 
Estimate of debtors collection rate 


Long term investments committed 
Balance (Insert description; eg sinking fund) 


130 889 168 851 115 977 179 592 

179196 151 621 1882 57 151 147 

(48 307) 17 230 /72280) 28445 


179 592 

179 592 

192449 

257923 

326401 

151147 

151147 

133147 

123 147 

122 147 

26445 

28 445 

59302 

134776 

204 254 


0 . 0 % 


147 313 199 677 134 122 

88.9% 84.6% 86.5% 


218812 218812 218812 
82.1% 82.1% 82.1% 


234621 313479 396798 

82.0% 82.3% 82.3% 


Reserves to be backed bv cash/irwesimante 

Housing Development Fund 

Capital replacement 

SelMnsurance 

Other (list) 


28 274 30407 30407 30407 30407 


30407 30 407 


13979 


42 253 30407 30407 3ff407 


30407 30407 30407' 


KZN238 Alfred Duma ■ Table A9 Asset Management 


Description 


R thousand 

CAPFTAL EXPENDITURE 
Total New Assets 

Roads Infrastructure 
Storm water Infrastructure 
Electrical Infrastructure 
Water Supply Infrastructure 
Sanitation Infrastructure 
Solid Waste Infrastructure 
Rail Infrastructure 
Coasts/ Infrastructure 

Information and Communication Infrastructure 

t infrastructure 

Community Facilities 
Sport and Recreation Facilities 
Community Assets 
Heritage Assets 
Revenue Generating 
Non-revenue Generating 
Investment properties 
Operational Buildings 
Housing 
Other Assets 

Biological or Cultivated Assets 
Servitudes 
Licences and Rights 
intangible Assets 
Computer Equipment 
Furniture and Office Equipment 
Machinery and Equipment 
Transport Assets 
Land 

Zoo’s, Marine and Non-blological Animals 
Total Renewal of Existing Assets 

Roads Infrastructure 
Storm water Infrastructure 
Electrical Infrastructure 
Water Supply infrastructure 
Sanitation Infrastructure 
Solid Waste infrastructure 
Rail infrastructure 
Coasts/ Infrastructure 

information and Communication infrastructure 
Infrastructure 
Community Facilities 
Sport and Recreation Facilities 
Community Assets 

^Jjeritage Assets __ 

Revenue Generating 
Non-revenue Generating 
Investment properties 
Operational Buildings 
Housing 
Other Assets 

Biological or Cultivated Assets 
Servitudes 
Licences and Rights 
intangible Assets 
Computer Equipment 
Furniture and Office Equipment 
Machinery and Equipment 
Transport Assets 
Land 

Zoo'* Marine and Non^biologlcai Animals 


47 





Ref 201 S/16 

2016/17 

2017/18 

Current Year 2015/19 

2019/20 MediuiS term Retinue & Expenditure 
Framework 

Audited 

Outcome 

Audited 

Outcome 

Audited 

Outcome 

Original 

Budaet 

Adjusted 

Budaet 

Full Year 
Forecast 

Budget Yea 

201Q0A 



t 

1 

7035 
70 35 

3 7999 

3 62 74 

B 12436 

9 3414 

700 

3 80. 

7 10119 

1 3364 

0 1046 

38a 

5 10119 

1 3364 

0 10 46C 

3805 

5 8753 

4650 

1318 

50< 

3 75 2[ 

0 46 0C 

90C 

3 5 44 

3 

1 rk 


70353 

62 746 

17247 

44 m 

800C 
26 850 

4750 
618C 
26 850 

47506 

6180 
26 850 

60181 
9 (XX 
8 243 

6044 

- 

133K 


- 

- 

17247 

34 m 
13 000 

33 030 

33030 

17243 

13 3U 

n 12755 

- 

- 

- 

3 000 

2000 

2 000 

- 

- 

" 

- 

- 

- 

3000 

2000 

2000 

- 

B 

Ml 

_ 

- 

- 

3091 

25500 

254 
1000 
200 
16 805 

254 
1000 
200 
16 805 

107 

4500 

5500 

■■ 

■ 

500 

650 

500 

- 

50000 
50 000 

_ 

3 460 

3460 

7 553 
5000 

7553 

5000 

1550 

10 000 

- 

- 

50000 

- 

3450 

5000 

5000 

- 

hi 

- 

- 

- 

: 

- 

- 

- 

- 


.. . _ 

_ 

- 

- 

- 


- 

- 

- 

- 


- 


- 

- 

- 

- 

- 

- 

- 

- 


- 

- 

- 

- 

- 

878 

1675 

878 

1675 

300 

1250 


- 





6 


Roads Infrastructure 
I Storm water Infrastructum 

Electrical Infrastructure 
Wafer Supply Infrastructum 
Sanitation Infrastructure 
SoSd Waste Infrastructure 
Rail Infrastructure 
Coastal Infrastructure 

Infcxmation and Communication Infrastructure 

Infrastructure 
Community Facilities 
Sport and Recreation Facilities 
Community Assets 
Heritage Assets 
Revenue Generating 
Non-revenue Generating 
Investment properties 
Operational Buildings 
Housing 
Other Assets 

Biological or Cultivated Assets 
Servitudes 
Licences and Rights 
Intangible Assets 
Computer Equipment 
Furniture and Office Equipment 
Machinery and Equipment 
Transport Assets 
Land 

Zoo’s, Marine and Non*blological Animals 
Total Capital Expenditure 

Roads Infrastructure 
Storm water Infrastructure 
Electrical Infrastructum 
Water Supply Infrastructum 
Sanitation Infrastructure 
Solid Waste Infrastructure 
R&t Infrastructure 
Coastal Infrastructure 

Information and Communication Infrastructure 

infrastructure 
Community Facilities 
Sport and Recreation Facilities 
Community Assets 
Heritage Assets 
Revenue Generating 
Non-revenue Generating 
Investment properties 
Operational Buildings 
Housing 

_Ot her Asse ts__ 

Biological or Cultivated Assets 
Servitudes 
Licences and Rights 
Intangible Assets 
Computer Equipment 
Furniture and Office Equipment 
Machinery and Equipment 
Transport Assets 
Land 

Zoo’s, Marine and Non-biological Animals 
TOTAL CAPITAL EXPENDITURE ■ Asset class --" 


— — 

- 

- 

- 

: : 



- 

: 


- 

- 

- 

- 

- 

- 

- 

- 

- 

- 


- 


- 

- 

- 


- 

- 

- 

- 

- 

- 

- 

3 79996 

127 847 

3 62749 

34141 

- 

- 

- 

10 460 

_ 

- 

- 

3 805 

: 

: 

- 

- 

) 62749 

48406 

- 

8000 

17247 

26 850 

17247 

34850 

- 

13 000 

- 

- 

- 

- 

- 

- 

- 

3000 

- 

- 

- 

3000 

- 

- 

_ 

_ 

- 

- 

- 

- 

- 

3091 

- 

- 

- 

25500 

- 

- 

7999G 

127 047 


407 

300 

500 

1250 

650 

650 

4 500 

_ 

_ 

5500 

10 500 

500 



N P> pi A j<i r 


ASSET REGISTER SUMMARY - PPE (WDV) * 

Roads Infrastructure 
Storm water Infrastructure 
Electrical Infostructure 
Water Supply Infrastructure 
Sanitation Infrastructure 
Solid Hfcsfe Infrastructure 
Rail Infrastructure 
Coastal infrastructure 

Information and Communication Infrastructure 

Infrastructure 
Community Assets 
Heritage Assets 
Investment properties 
Other Assets 

Biological or Cultivated Assets 
Intangible Assets 
Computer Equipment 
Furniture and Office Equipment 
Machinery and Equipment 
Transport Assets 
Land 

Zoo'te, Marine and Kon-biologlcal Animals _ 

TOTAL ASSET REGISTER SUMMARY ■ PPE fflDV) _ ~y 

EXPENDITURE OTHER ITEMS 

Depreciation 7 

Repairs and Maintenance bv Asset Class 3 

Roads infrastructure 
Storm water Infrastructure 
Electrical Infrastructure 
Water Supply Infrastructure 
Sanitation Infrastructure 
Soft/ Waste infrastructure 
Rail Infrastructure 
Coastal tnfrasbucture 

Information and Communication Infrastructure 

infrastructure 
Community Facilities 
Sport and Recreation Facilities 
Community Assets 
Heritage Assets 
Revenue Generating 
Non-revenue Generating 
investment properties 
Operational Buildings 
Housing 
Other Assets 

Biological or Cultivated Assets 
Servitudes 
Licences and Rights 
intangible Assets 
CompirteTEquIpmeht 
Furniture and Office Equipment 
Machinery and Equipment 
Transport Assets 
Land 

Zoo'S, Marine and Non-bfological Animus 
TOTAL EXPENDITURE OTHER ITEMS - = 

Renewal end upgrading of Existing Assets as % of total capex 
Renews/ and upgrading of Existing Assets as % 0 fdeprecn 
R&Ma$a%ofPPE 

Renewal and upgrading andR&Masa % of PPE 

References - L - 

1 Detail of new assets provided in Table SA34a 
Detail of renewal of existing assets provided in Table $A34b 
Detail of Repairs and Maintenance by Asset Class provided in Table SA34c 
hfast reconcile to total capital expenditure on Budgeted Capital Expenditure 
Must reconcile to 'Budgeted Financial Position' (written down value) 

Detail of upgrading of existing assets provided in Table SA34e 
Detail of depredation provided in Table SA34d 


ut 


2022511] 2101287 

945 725 f 1 002 251 
140587] 149587, 

223512 i 223512 








KZH238 Alfred Duma • Table A10 Basic service delta 



txmerances “ — 

\ e S Eaten, 

2. Stand tfofance <= 2Q0m from dwelBng 
a Stand dstance > 200m from dwelling 

4 Borehole, spring, rain-water tank etc, 

7 . 

5 ST 66 ' **“**' ^ beinMed) 













































































































































































































Kai238 Alfred Duma • Supporting Table SA1 Supportin glng detail In 'Budgeted Financial Patommtf 


Rthousand 

rttvEHUtrrertsT 


Total Property Rotes 

less Revenue horegone (exemptions, reductions and 
nbatn and apmnwt«M» mftwc m exeoss of Meta 
17otMPRA} 

Met Property Ratos 


foe duress _ _ 

Total Service charges - dedricffy revenue 
as Revenue Foregone (to uni a of SO kwh perlntigent 
hotteehofd per month) 

to Cost of &*e Beals Barmen {BO kwh par mdigant 
household par month) 

| a Met Service ehergee - electric** revenue xi * 

jeivfee ctiaran »water revenue 

Total Service charges - water revenue 

teas Revenue Foregone (b axetsi of S khoitbnper 

indigent household parmonth) 
to Cost of Free Basis Semen (6 kdehtres par mdtgent 
household per month} 

Net Service chargee - enter revenue 


_ - sanitation revenue 

Toy Semes charges * sanitation revenue 
less Reverm Foregone (fn excaes of free sanitation 
torviee to indigent houeehofrfs) 

to Coat of Fm Basis Semen (hoe samtohon 
to mtbgmt households) 

Net Service chargee. sanitation revenue 


Total refuse removal revenue 
Total landfill revenue 

teas Revenue Foregone fm excess of one removals weak 
indigent household*) 

tea# Cost of Free Basis Semen (removed once* week 
to indigent households) 

Net Service charge* - refuia revenue 

Other Havanue bv source 


Fuel Levy 
Other Revenue 


Audited 

Outcome 


12f 762 


Current Yeer 20WI9 


Original 


121762 

278 318 


174538 




174536 

306 944 


195412 

5173 


190 238 

3311B3 


180 149 

5173 


Full Yeer 
Forecast 


174 976 
348 200 


Total 'Other' Revenue 


EXPENDITURE ITEMS; 

Empteye# related caf t* 

Batfe Salaries and Wages 
Pension and UIF Contributions 
Medical Aid Contributions 
Overtime 

ParfotuiurK* Bonus- 


Motor Vehicle Allowance 
Cellphone Allowance 
Housing Alowences 
Other benefits and alowances 
Payments in lieu of leave 
Long service awards 
Post-retirement benefit obligations 

ti-jis: Employees cppte « ^pitaHflcid fn p PF 
Total Employee rotated coats 


348200 


18014$ 

5173 


2019120 Medium Term Revenue & Expenditure 

Fremevnric 


Budget Year 

2019/20 


174 976 

348 200 


180 149 

5173 


AsxmMatim Subsidy 


Total Contributions recognised - capital 


21 842 


174 976 

348200 


236885 

49 027 


187 636 

400019! 


Budget Year+1 

2020/21 


203 739 

5758 


197961 


Budget Year+2 
2021/22 


214 741 

6069 


I 


8 964 ! 


432072 


208 672 


454587 


3143 


22 965 


27750 

4021 


23729 


259032 


212483 


2S9032 


270 386 
27750 
11195 
2463 
- 4ftT 
15689 
449 
2079 


3143 


276656 
27 750 
11195 
2463 
- "400 
15 069 
44$ 
2 070 


276 850 
27750 
11195 
2463 
-400 
15689 
448 
2079 


2160 


2924$ 

4238 


25010 


278 658 
27750 
11195 
2463 
- 400 
15660 
449 
2079 


338823 


805 


30 005 | 
13874 i 
5175 ! 
790- 


17504 


296| 
1813 | 

8201 i 

2663 I 
5 538 ! 


31955 I 
14776 i 
5511 I 
851 j 
16642 


296 


19 


I 

9734 | 
2636 i 


354 515 

354515 


I 


444609 


4467 


4798 


4796 


1574 

5870 


2066 
9 301 


3 020 
6281 





































































































































































Dspnedafon of Property, Plant & Equipment 
Lease amortisation 
Capital asset impairment 
Depredation resulting from revaluation of PPE 
Total Depreciation & aaaat Impairment 
Bulk ourchm 

Electricity Bulk Purchases 
Water Bulk Purchases 


Cash transfers end grants 
Non-cash transfers and grants 
Total transfers and grants 


Ltef services provided by contract 

Planning Studies 

Legal Expenses 

RtW: BuMnga and Facilities 

Maintenance of Equipment 

Maintenance of Unspecified Assets 

Maintenance of Vehicles 

Sports and Recreation 

Youth Programmes 

Other Programs 

Training 

Security 

Other 


1G9 373 


105797 
179 561 


179 561 


164 046 
2643 


199 373 


22456 | 


198 990 

226 681 


229661 


17061B 

2843 


173461 
243 062 


243 062 


Allocutions to organs of state: 

Bedrid ly 
Water 
Sanitation 
Other 

Total contracted servlets 
Other Expenditure Bv Twn* 

Collection costs 

Contributions to ’other' provisions 
Consultant fees 
Audi fees 
General expenses 
Lfef Other Expemfitwe by Typo 
Materials and Suppties 
Telephone and Fax 
External Computer Service 
insurance Premiums 
Streetlight Electricity 
Bedricfy. Water,Sewerage, Refuse 
■Vshidee General ikpenees- 
Memberahip and Subscription 
Oomidslon Prepaid Bedridy 
Uniform and Protective Clothing 
Other Expendible By Type 


2000 
1160 
1385 
2359 
3189 
15270 
1106 
1150 
2000 
1730 

3013 
14 347 


9499 


1815 
3606 
1571 
2242 
3757 
17136 
285 
1115 
2000 
3 319 

31385 

17372 


179 618 
2843 


173461 

243062 


170618 

2843 


243662 


Total 'Other 1 Expenditure 


Lt 


1815 
3606 
1571 
2242 
3 757 
17136 
265 
1115 
2 000 


31385 
17 372 


173461 

243 062 


243 062 


180 729 
2 446 


J 


183173 


274BB7 

274 937 


8499 


1815 
3606 
1571 
2242 
3757 
17136 
285 
1115 
2000 
3319 

31385 

17372 


24121 
4000 
9004 
4500 
5 563 
9479 
-40 720 
3176 
3380 
2447 
30430 


27213 
4 052 
7955 
4567 
6835 
10736 
-44436 
3211 
3858 
2327 
1200 


27213 
4052 
7955 
4 567 
6635 
10 738 
- 11436 
3211 
3858 
2327 
1200 


27213 
4052 
7955 
4 567 
6635 
10 736 
11436 
3 211 
3658 
2 327 
1200 


by Expenditure Item 
Employee related costs 
Other materials 
Conlrected Services 
Other Expendture 

Total Repairs and Maintenance Expenditure 


28 957 
3625 1 
7 918 ! 
4823 I 
7006| 
10762 | 
12186 | 
3390 ; 
2658 . 
2713 | 


190488 
2576 ! 


200 775 
2717 


193096 

297153 


203492 

312605 


297153 


312605 


2 694 | 

2839 

2993 

1396 i 

1412 : 

I486 

2297 ! 

2413 j 

2535 

3944 ! 

4154 ; 

4376 

14 592 ’ 

15375 j 

16201 

650 1 

685 , 

722 

i ioa; 

1159 . 

1222 

4000 ; 

4216 j 

4444 

1360 ; 

1362 j 

1429 

9 500 j 

10013 ' 

10554 

6107 * 1 

1 

5040 i 

5369 


481 


29768 ; 
3 981 j 
6001 | 
5 083 j 
7384 ■ 
11330 i 
12856 ■ 
3 574 : 
2873 : 
2894 | 
1908 : 


31368 
4193 
8404 
5357 
7783 
11929 
13543 
3767 
3023 
3 037 
2064 




37159 

37159 

37159 

37159 f 

44 792 1 

47703 1 

50804 



20405 

20448 

20405 
20 448 
78012 

20405 

20405; 

11243; 

34670 j 

33779 

36 620 1 

35182 

37793 

- 

- 

79 012 

78012 

20440 : 
78012 1 

90704 J 

118 103 | 

191770 

(17153) 

(20026) 

- 

(5027) 

(5027) 




ffv 


1. Itaf reconcile with 'Budgeted Financial Parfonnamx (Revenue ml Expenditure) 

2 Mwrtrecandfe to supportmg documentation on staff salaries 

5 ^ ^-fofe/roustagreeeto/hefris/ons^ 

ft Indude a note for each revenue Item that is affected by 'revenue foregone 1 

10. Only sppDcabia to nuiicpalliBs lhat hm adopted Ito tevalualicin method' in GRAP17. Tha aim is to prawn! overstating ‘depredation and asset impairment* 
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KZN238 AHwd Duma - Supporting Table SA? Matrix flninrlal Ptofonnanca Budwt hwwwa ■ouncafaxpmdJfara fans ind rf«rf 1 

V<jte1 ' Veto 2- V*# 3 . I Vote 4 - Publin ! Xw-I. r^. T 7 


Ete ii" u Born 

Property rates 

Swvk* stages - eteettfy revenue 
Seivta charges-walar revenue 


-refuse ravage 
nenlaf of fadltn end etpipmenl 


Hvesteomed-outetantf 19 debtors 


Licences and permit 
Agency services 
Otwr revenue 
Transfers and subsidea 
Gains anijpota of PPE 
Total Rwftfut (ntctudlnfl capital trader* end cuitribufaa 


rotated coots 

Retrtineiatlon of cajndhra 
Defat hpahnent 
Depredation & asset inpehnent 


28414 
Be 878 


Loss on flsalufPPE 
Total Eapontfltn re 
Surpius/fDeffcfl) 

"ftansfers end niaides - coital (monetary iiocafons) 
Otofanal; Pfwnnctaj end Dtsticfl 


tfbliota/PiwfcidH DepatmenM A u s, 

™ W8. Nortprafll Insfilufais, Privets Enbptes, 
Pufatri O^TB^ratoric., HiJdw Bdlur^,3r^i finsfltjfion?®} 

TmnriBreandsuteMes-csBttelCrilind.all) 


Siwpmmpoffcfl) after capital transfers & 


Corporate 


Vote J* 
Flmnee 


( 354515 ) 


Vote 4 

Wbrtcsemf 

Services 


36765 

270 ? 

2701 


Vote 3- 

Com unfitly 


(218 454 } I 

71 083 1 


( 354515 } 


( 147371)1 


1 Depatmintal cohmnt in be based on 


23 728 1 
2S11 f 


3 084 | 


± 


Vote 14-Null 


23729 
2511 
14422 
6 322 

38755 

2702 

2701 

4318 

252450 


024 811 

354 515 
28414 
58 870 
183175 
430 
274857 
29503 
47820 
8084 
84710 


( 148606 ) 

71053 


(79525) 





















































































































KZNZM Alfred Durnj ■ Suftmang fab to SH SWMtofa rfet.,1 looted FWi.l 


lf^ 


Description 


Rel 


WUflfi 

Ayrtrtml 

Owrcnm 


nihoir'psnd 


J01BLIV? 

A-jlKdd 

3ulG0iT!4 


K-mi 

Awlltstf 

Oweartip 


Current Year 2018/19 


SCTtftll Mcnlm n Tgrm Rsvftnum £ Ecp^'iditun 


d£S£F5 

Ciilirrmlgii^ fr ttifaLild 

Olltdepoodlf' 

Oihci cijnsnl nvii?|ninna 

ItflpT Cln *iM(u(rTHJfll dnpgqjts 

CailSJ!! ^ dnhtw 

L u.-= e Bajiai m ,rnp5jr> nT j 

I ciIjl Cr-nSijriim dirtJlQI’i 

Q fctlE i >n P iln rcni pn ^yi ten 

Eilflnrsp a i uk Hjo^TrFTHf gi r*a .03- 
■"‘DJlPiukv-; Id pwi&ufl 
MW fePlL ^niliin c* 

Rj -JilCf j 2 nr-l of ycj. 1 

ppp? 


^ |e»c finance ktfiM&l 

LC-^fci lr7Cr>JTiE3W .u PPE 
LE?^ . ^mjinulabD' Orff e^ ter. 

Tatel Piopnry. pUjir pid fcLjummnrrf lF*PF,i 

LlABLim 


5hi>1 term rj^H,! .^[fiEf t'lun br**-* CvtHnL r ^1i 
CunET.l indite d 1 iijjiff.iiHFi ddlriLrini 
TdtilCi^nrt li.Tfiilniei. 

.TWeindattifiMwMBi 
Tiidc r’^DtifE- 
Jllin-cnftdibir-. 

Liftdpen CEf-3-ri::il.ii trffHfcf L 

VfcT 

ralalTraw Kidgt'idr pa^utee.^ 

Hjn_[ is f.rl IIJb.lHi.n - Bo. o.i nq 


E^tuwijiu 

r ®aaa (mcUfig PPP asacr nter«'.l| 

Tail Noti Borrowing 

Prew 

Fii^injqraiif bp^!=t 

I'd .TTifij 1 phw.^v itmm 

Re^SE ■■hSriLJ ^Ei^im-JlLalO-1 

0*W 

Tpwl PrwiinnT - Wm-CLZirijfil 


CH-AN&E SaJWFT ASSETS' 

^gnghld&lBd gjrtThg pi lOBfcrti 

^ndiimlnhiii EujjiI jrill pfuri,^ ndimi:^ 
GFLf-F Ecu \ 111.'i■ tE 

^^UCiprfCrll 
Ap^npr^Utea lb P^itr^s 
Traiihiis fWjm hyt^q- 



Oll'rr ariiuarenlf 

SiirpjBM3nF^!(J 

-tPULhJH; PflaTfiiD^'ifliil 

S$ll hfirarca 
OiterfEieftflii 
nihvHu^jnn 

Hi H^urtr.r. 

rff-frL CPVMUNI7VfllAL~H l Eauirr 


[Provision ot basic services 


- 

w 


U3T5 

— — I 

2B27A ' 

Zfl 27J 

- i 

ir'153 

on nationally significant pri 

; 



& 


£2 394 


JU 406 


Di^liur 

PuJpe 

ArtjEJBl&d 

fiud^fr 

Full Vr» 
Forecast 

^-<-Budir 
. duimiw 

Htidgar r?s 
70l$£n 

1 Budget V'tuir 
2»31 

*1 tkjtfgur 7*pri-2 

mm 

22$ Ml 
KZK 

1 ww 

i \ 

1 1J0^ 

t ISO 

t. 

I , 


.^55 Q5: 

) mtw 

1 1 la o p ■: 

1 115 MH 

1 T 

p ■ * - 

-—— 


? 441133 

u_ [222 

1 w rsa 

j! paaaai 

W13S 

}:_ f2?2 2: s 1 

5TE 54: 

: 6&4 Wi 

ll ,'nn-t 4--K- 

1 li?EJi!l 

iii-u 

Itlll? 

2 H B 512 

SiSflU 

1 |j.-y I ^ JL 

224 m 

IllaM 

(7514301. 

1 Jfrt7*i 

224feZi 

s^isa 

173 sirs 
433*5 

J_ _•■.---. 

170773 
43 M5 

irai7u 

4S34* 

722 m 
BftMi 

222 321 

722321 

5S.T1& 


7U 3?1 

322 iwT 

■ 




222 3 £'- 

231 AK 

-■■*' I3Q 

anw 

3 W6 Iff 

JWns 

| t aaa §a& 

ihmm 


3 7572J7 

3S-3? ™ 

T6032T? 

im.TO 

1II5D 27f 

f 1 722 m 

. 1 703 

_ 1 fiQEfiM 

2 nw m 

'2.302 402 

!i M- ?E9 

* 060 J JO 

* 4m 3?a 

■ 7d't 1 Bi 

l 650 w 

1 nS2B> 

_ _|33 ] 

I 1 

tej 

] 

6?.] 

623 

KC 


■.an, 

fits 

m 

Ei3 

«31 

fiH ' 

ttV | 

620 

Ub.U 

KO" 


^1 U7 

151 147 

1ST M7 

133 14/ 

mm 

127 to; 

a&iio 

Si TB-I 

1 1 

54 3g1 

1 

S4 HJf 

1 

13 351 


K3fti 

an its' 

£15 IK 

a« m 


—^ "~T 

” 


2S5 339 

356 5M 

17* S3D 

i?i^l 

&$i3 1 

5543 | 

3543 

1541 

5JU2 

San; 

5?S3 

5M3 

i 543 


5W 

5 262 ' 

*w 

267 

1 

25 54J 

2E-54.H 

2SS43 

25 543 


23 54J 

7IS6, 

7 nrr 

11717 

:u$r 

51 317 
_ fees. 

Si 317 


■M54D 

BjMBi 

r DM 

M T2f 

B4 ni • 

M 727 

S5P63 

ur- OBJ 

55 033 

1S4S41H- 

7aao2« | 

■2220 240 

2223 ?45 

1 HI £UG | 

JOTfl-USH 

WM70 


3C 4iJD 

nr?ti 


13*9*10 


1 +;u iii 

23 jn 


v 2±n 

imm\ 


MAN 


21 2TJ 

*5M Ef3 


223!: 34fi 

1130 901} 


7 ::iiM i y 

30 *P? 


33 


2Z392»i!i 

nasi IHJ3j 


2 mm 
» *07 


? 131 ME 

jtssjsi 


J05D 32? 

aw 


HUfl 1 


m sm} 


? 0 T7 tW 

|60317| 


3 OK Hi IBj^i 

S3 40: ar^D-v 




























































































































































0 


(71063) 


(75 209) (79 426) 
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KZH238 Alfred Duma ■ Supporting Ta ble SA7 Measurabl e perform.™* «hi n p.w 

I linft of measurement 


2015/16 


Function 1 - frame) 


Vote 1 - Executive end Council 


Correct inequalities of the past 


Vote 2 - Corporate Services 


|to promote skilled qualified staff 


Vote 3-Finance 


Equitable Share 


jColhctfon of property rates± 


Vote 4- Public Woria and Service* 


Provide access to baste services 


utflfslng MIG Funds 


Vote 5 - Community Service* 


Traffic andpotiem refuse removal and access to 


'No of shilled qualified 
staff members 


Audited 

Outcome 


Properly Rates 


Km's of roads built 


to community venues 


Vote 6 - Electrical Services 


[ ftowsfon ofElectrictv to households 


Wte 7»Development Planning aid Human 


To promote development within the town 


ines and licences 
[Hiring fees, refuse removal 


1 Electricity usage 


Sub-function 2 -fnamej 


Sub-function 3 - frame} 


Insert measute/s description 


Function 2 - (name) 


Sub-function 1 ■ /name) 


Various pfane to promote 
Local Economic 


Sub-function 2 - (name) 


Sub-function 3-frame) 


Insert measures description 


[Vote 3-vote name 


Function 1 - frame) 


Sub-function 1 - frame} 


\tnsertnvesurefrdescriotion -■—- 


Sub-function 2- (name) 


Sub-function ,3 -frame} 


\ Insert measured description 


Function 2 - fname} 


Sub-fiinction 1 - (name) 


Sub-function 2 • (name) 


Sub-function 3-(name) 


\lnsert measured description 


And »o on for the rest of the Votes 


1. Indude a 
1 
3. 


2016/17 


Audited 

Outcome 


16.8% 


til 


2617/18 


Audited 

.Outcome 


18.8% 


0.9% 


21 . 6 % 


Current Year 2018/19 


Original 

Budget 


18.8% 


Adjusted 1 FuliYeaT 
■ Budget ! Forecast 


0.9% 


21 . 6 % 


9.0% 


10.5% 


9.0% 


0.9% 


21 . 6 % 


18.6% 


0.9% 


18.8% 


2019/20 Medium Term Revenue & ExpendHur 
Framework 


Budget Year 
2019/20 


0.9% 


21 . 6 % 


9.0% 


10.5% 


36.9% 


2.3% 


36.9% 


2.3% 


9.0% 


10.5% 


36.9% 


2.3% 


9.8% 


21 . 6 % 


9.0% 


36.9% 


2.3% 


9.8% 


18.8% 


Budget Year +1 
2020/21 


18.8% 


Budget Year 
2021/22 


18.8% 


0.9% 


21 . 6 % 


9.0% 


0.9% 


21 . 6 % 


9.0% 


36.9% 


10.4% 


36.9% 


2.3% 


2,3% 


0.9% 


21 . 6 % 


9.0% 


10.9% 


10.9% 


36.9% 


2.3% 


36.9% 


2.3% 


inrhiHo °^ ec ^ VB ^ oreac ^ revenue source (within a relevant function) and each vota (MFMA s17(3}{b)i 


'Basic Service Deliv er/ Id ensure Table SAT repmsents all strategic responsibilities 

inthatyearfc 








Description 

Unit of measurement 

2015/16 

2016/17 

2017/18 

Current Year 2018/19 

2010/20 Medium Term Revenue & Expenditure 
Framework 

Audited 

Outcome 

Audited 

Outcome 

Audited 

Outcome 

Original 

Budoet 

Adjusted 

Budoet 

Full Year 
Forecast 

Budget Year 

iMQnn 

Budget Year +1 

h 

¥ 

S 

■SEsamsgs ^ 








■ 

■ 




[ Skills development for various empbvees 









— 

■ 




i 

d w$h the Darntmumdoalitv j 

'MFMA 







r 


_:_ 

*■ ^ ' 


And 80 on for the rest of the Entities 

1. indude a measurable performance objective as agree 


it measttms where relevant activity occurred m thatyBarfc 












|-- t- —» ' — — mu nrmance iimicators and tenchim*. 































































































DncripUan 

MF1U 

•Ktkw 

0fchfc»1l Bqtetaert* (4 «W yea md - RDOO 

Caih+mvoatnmto attfiayrend fee rofcaiwe - RUoo 

Iflfllb 

SapMDBfcifl «ctatfng deprecation ofltals: RDM 

IBfIJb 

Ufl] 

SaviM chars* rev * change - macro CHX tenet aatataw 

Ob* racafcta % c4 Rateajnr 6 Other iwanie 

16(1)0(2} 

D*( nvBkiMnt spang at a * if tote Mate ravai w 

OfltNtaf paynw* * of emM opnitftre 

1 iBfiwat 

16(1 fell 

Bomwmj ree*jte % of capital wpwflurfl [*xd. taste*) 

TB(1)c 

Cutw! consular dettore * ohanga - iner(dee>-) 
ln« tarni i«AuUb X change - hotdaa) 

FWM * cf Property Rant 6 Equpment 

A*wt reimta * of mpM budget 

16(1)b 

16(1 ]a 

«ma 

M<1)M) 

MfUfiit 


OjO* 

am 

am 

am 


Cmniit Year2Q1BM9 


f377«> 63.1* 

ojo* an* 

am am 

Zn 6m 


20,9/20 Mnnuin Tam Ibnnn ft Btpaidfoirt f 


lfcidQ*t Year I Budget Ya^ 7 ] Budget YhT 


Z Deduct ciaftmxiinnitvmttf 

3. tafejft* o/KdRcfc^iijiAflyi _ 

* ta&rtw tfftmdM oentoMlmtutontik 
f SS2* ta,nuMHUMi* tmnstofprfrhXVm/w 

tflMbfcfltnviflghHMii feKHfeii 




w fcr rvpai'i & fflaMmnce efaneta - i 


* mtota/Mrvlca ohvgos find prop rates} 

% her Prapwly Tax 

! e n?* 

jwaf 

n*Kto*tXtf 

toW COM mm 

0.0* 

3a7* 

WpiinJ-irctlool 

7m 

% IBO- Service chargee - aletftitay ravema 

Iflfljfl 

lOfljB 

ItflJO 



am 

43.3* 

9.0% 

* tier Snio charges - actor nnnua 



am 

iam 

T.m 

% nr Service chap*- wMoii revaiua 



OjOH 

aa* 

am 

% iner Senwe chargee - nftite iwnue 



am 

o.m 

am 

*nerJn 



0.0* 

arm 

1130%) 

Tifta Mold* revenue 




am 

am 

am 

Savin dteg« 



- 

419 BSD 

506596 

543264 

FVamtyratae 



- 

4T0650 

506 6K 

543 204 

a™ charges - etoetidtr rantme 



" 

121 762 

174636 

190236 

Savin chargee ■ inner nmwa 




276 316 

306 944 

331163 

Benin charges - sanitaien raveiaa 



- 

- 

- 


Savin charge*-rahtnrsmovta 




“ 


- 

Savfe* chargee-oHia 



“ 

19 770 

25116 

21642 

R«W offcefin* end ojifenont 



“ 



_ 




" 

2375 

2990 

3152 

Ob* ivaipta tan ratepayers 

18(13- 


“ 

- 

17247 

35 660 

Rtabpeyw&Other raven* 


“ 

4M713 

466603 

510 ew 


IflfljB 


” 

450997 

1 952143 

590 401 

Sb£b ScUSbISS 1 rSUH Wd 



153 037 

163748 

51 515 

(51 142) 

Capfttaegeendnue-total 


“ 

296 029 

264 3M 

327 2BS 

Cqptat opendttue - ra newel 

zofiJNJ 

aafilM 


- 

120363 

50000 

79996 

127 647 
3460 

Gtatah giadefne nwiiun 

CflguMtame 



am 

am 

am 

6j0* 

DoRA ta*tajng parte fotta liFY 

DoRAciiftdiimtBtatdlFr 



43* 

3m 

46* 

56* 

Ftaiinclta opening p** 
fariidtactatal graft 

HttjetMurtartr parte 


J. 



1 




fo cetnaner detain (cunttl md lutHunm] 


10.3% 

7.1% 

5,3% 

7.4% 

5u4% 

5.4* 

12,3% 

6,1% 

52* 

0.0% 

0.0% 

am 

0.0* 

aa* 

00* 

3.2% 

am 

54* 

0.0% 

aa* 

OjO* 

51 602622 

645015 

679642 

91 602022 

646 015 

076 542 

76 167 636 

167961 

206672 

» 301055 

422024 

444509 

15 23729 

25 010 

26361 

'* 2511 

2647 

2 790 

« 1800(1 

10 000 


2 536 670 

579150 

509605 

5 657930 

703 610 

741054 

6 TD0 500 

70 656 

63316 

323542 

343465 

305256 

69063 

65 209 

60 426 

1550 

10000 


6.0% 

ao% 

am 

SL4* 

5j6% 

54* 











gfcffj Ew^taffUffo JQ 1f am 



- 

asooa 

762071 

111147 

676 27 
606 OR 
1) 110301 

632 321 
06547! 
3 [16315! 

630 721 
104570 1 

> 1210 sn 

636121 
1 046 70! 
) (210671 

836121 
1048 701 
U (210571 

62461 
107141 
» (146 60! 

B57 36j 
1140131 
» (152 74s 

1045636 

1205681 

1 (199743) 

* liman in Tafed GRamina Rbvwum 

* hum ta Pmp«ty Rite Revnu* 

% IncfMMfn EtactricHy Rmium 

* Iikibbv In Ptnovtf Ratal 6 Senfes Ctap> 




am 

0.0% 

am 

am 

34.7* 

43.3% 

10.3* 

20.7* 

(5.0*1 

am 

7j9% 

7.2% 

05* 

(aa*l 

5.1* 

am 

am 

om 

am 

am 

am 

OjO* 

11701 

iam 

7m 

12m 

am 

S.4% 

&1% 

5.9% 

5.4* 

52* 

* Inowa in Total Opwalhd Ewnttm 

* 9icnaa* in Bqph4H Cotas 

% Ineraesa in Baetrte^ B<* Rnhea* 

Annge Coat Par Ceuighr|RAMnnO«i) 1 

RW % otPPE 

Asut RttHUil nd ROM m a % ofPPE 

P*t tnvkjrmt % ofTobl MM n™,™ 



00% 

00* 

OjO* 

am 

ao% 

aa* 

OjO* 

am 

11j6* 

103* 

2im 

17.0% 

0 

0 

1.1% 

i.m 

am 

12.3% 

204% 

am 

2660401152 

3575055 

am 

0.0* 

tom 

6.T* 

i.m 

7.1% 

4j5% 

74.0% 

iam 

am 

am 

OjO* 

4j5* 

88.0% 

0.0X1 

am 

am 

iam 

2.4% 

4JJ% 

T3.1% 

263012.056 

304035.4583 

6.1% 

am 

7.1* 

6.4% 

6.0* 

ai% 

7.1% 

<m 

53% 

57% 

am 

sm 

11* 

6.0% 

Idtomlly Find* 6 Other (RDOO) 

Bonwimg (RDM] 

G*nt Finitg and OImt (RD00J 

Intorndy Ganantadlinds X of Non (hnj Fuming 

BtnroaOig* of Non Grant Fumiig 

Omit Fining* ofT*d Ftaidhn 



0.0* 

am 

am 

120353 

am 

OjC* 

1M.0* 

17 247 

52 740 

loom 

OjO* 

76.4% 

35 680 

91967 

100.0% 

am 

72m 

30559 

79 566 
100.0% 
om 

30 559 

79506 

loom 

om 

30 569 

79586 

IMS* 

ao% 

Q.0% 

16800 

71053 

ioam 

am 

am 

ID 060 

75200 

loom 

am 

9.0* 

60 426 
am 
am 

Total CapW Pnvvitiia (ffOM) 

AnatRBnMta 

Anet Ranawd % of Todd Cm* PipMihk. 



aa% 

120353 
50 000 
47j5* 

79 996 

OjO* 

127 647 
3460 
2.7% 

T10 155 

I 6800 

01* 

110155 

1 6980 

01% 

110155 

^6060 

69063 

1560 

earn 

65209 
10 600 

roam 

60426 

Cadi Receipt! % of R*» Pnyar 6 06w 

Ca*CgwraiaRaig 

Bwwing “ 



0.0% 

oam 

0 

64.0% 

0 

605* 

0 

B2.W 

o 

62.1% 

62.1% 

1.7* 

62m 

1 11.7* 

B2m 

os* 

B2m 

Credit Rating (2000710) 

CirtaICbagratDQpanring 

Baratano Racwpta % nfCauMta EqwHRtn 

sunduinotakiq 



am 

ao% 

0.1* 

om 

0.1* 

am 

01% 

0.0* 

0.1% 

0.0* 

0.1* 

am 

0.1% 

om 

a 

0 

ai% 

om 

0 

ai* 

om 

0 

0.1* 

om 

FmSarview ---— ■ 

Ff» Ratac Sovicn aa a % uf EqtaUita Sta* 

Ftan 3ande» aa a % of Operating Rmnue 

(and dpanfanta Oaultai] 



OjO* 

0.0% 

156790 

am 

am 

235105 

OjO* 

am 

68 969 

am 

OS* 

64215 

am 

am 

64215 

am 

am 

64215 

74436 

36* 

7J* 

110 620 

3#% 

1.4% 

162 457 

3-7% 

Mloli Uwl Outcanx of Fii«fii*fl ^inin^nnf 

Total OpfflDtrgRBvanun 

Total Operating Expenditure 

SurpMDefloty Budgeted Opera ting Statement 

SupW[Defldl) Considering Reserves and Cash Backing 

UTRff Funded (1)/Unfunded (n) 

MTREF Funded S} Unfunded a 

15 Silted ta tent omsferf ta S*m0*. 


15 l 

15 ✓ 

6S0602 
762076 
(111 474) 
168760 

1 

✓ 

676271 
666 665 
(10395) 
236165 

1 

✓ 

632 320 
995475 
(183156) 
66959 

1 

✓ 

636126 
1046705 
(21D 579} 
84215 

1 

✓ 

836126 
1046705 
(210579) 
84215 

1 

✓ 

636126 
1046705 
(216579) 
84215 

1 

✓ 

924811 

1071419 
(148 608} 
74435 

1 

V 

887387 
1140130 
(152743) 
116820 

1 

1 045908 
1205681 
(156 743) 
162457 



r-l pl ;| 


KZN238 Alfred Duma - Supporting Tabte SA11 Property rates summary 


Description 


i Valuation: 

Date of valuation: 

Financial year valuation used 
Municipal by-laws s6 in place? (Y/N) 
Municipal/assistant vainer appointed? (Y/N) 
Municipal partnership s38 used? (Y/N) 

No. of assistant valuers (FTE) 

No. of data collectors (RE) 

No. of internal valuers (FTE) 

No. of external valuers (FTE) 

No. of additional valuers (RE) 

Valuation appeal board established? (Y/N) 

Implementation time of new valuation roll (mths) 

No. of properties 

No. of sectional title values 

No. of unreasonably difficult properties s7(2) 

No. of supplementary valuations 
No. of valuation rail amendments 
No. of objections by rate payers 
No. of appeals by rate payers 
No. of successful objections 
No. of successful objections > 10% 

Supplementary valuation 
Public service infrastructure value (Rm) 
Municipality owned properly value (Rm) 
fuation reductions? 

Valuation reductions-pubiic infrastructure (Rm) 
Valuation reductions-nature reserves/park (Rm) 
Valuation redactlons-mineral rights (Rm) 

Valuation reductions-RIS.OOO threshold (Rm) 
/aiuation reductions-pubffc worship (Rm) 

/aluatibn reductions-olher (Rm) 
if valuation reductions: 

"otal value used for rating (Rm) 
otal land value (Rm) 
otal value of improvements (Rm) 
otal market value (Rm) 

3flT 

esidential rate used to determine rate for other 
Jtegories? (Y/N) 

ifferentfaf rates used? (Y/N) 
mit on annual rate increase (s20)? (Y/N) 
recial rating-area used? (Y/N) 
lasing-in properties s21 (number) 

*tes policy accompanying budget? (Y/N) 
ted amount minimum value (RTO) 
m-nesldentfaf prescribed ratfo s19? (%) 
evenue: 

te revenue budget (R'OOO) 
te revenue expected to collect (R'000) 
wcted cash collection rate (%) 

Jcial rating areas (R'000) 

>ates, exemptions - indigent (R'OOO) 

>ates, exemptions - pensioners (R’000) 
lates, exemptions - bona fide term. (R'OOO) 

•ales, exemptions - other (R'OOO) 
se-in reductions/discounts (ROOD) 
ib atec l flxemptns,reductns J dlscs (R'OOO) 

Rekrtmn - - -—---L 


Audfted 

Outcome 


Current Year 2010/19 


2019/20 Medium Term Revenue & Expenditur 


Audited 

Outcome 


Audited 

Outcome 


Adjusted 

Budget 

Full Year 
Forecast 

Budget Year 
2019/20 

Budget Year *1 
2020/21 

i 



yes 




Yes 




Yes 


3 

3 

No 



No 

1 072 017 
±49067 


3 

3 

- 

- 

±49067 

i 

1 

1 

±49067 

1 

No 

01/07/2022 

46 920 

1 

46920 

i 

3 

1 

3 

6 

ft ' 


2 005 

2005 

125 

125 

2208 

2208 

1461 

1461 

3 

3 

445 

445 

2042 


15379068 

| 2042 

512232 


13 828 202 


16 551 316 


46 



References i [ | 

Musi reconcile to the total of Table SA12 

Included In ratenewnw ^ M Budgeted Financial Performance (revenue and expenditure) 

In favour of the rate-payer 


190239 
154 855 
81.4% 

174976 

124233 

71.0% 

174976 
124 233 
71.0% 

187 836 
133 365 
71.0% 

197 981 
140567 
71.0% 

208672 
148157 
71.0% 

1442 

1442 

2142 

2142 

2262 

2384 

2 512 


2142 

2142 

2262 

2384 

2512 
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tftt 


























































































































































Se(vtoe point- vacant land (Rmds/immth) 

Waste water - flat rata Mr (cm .j 

Vojumetric charge - Block 1 (cAJ) (HU in stricture) 

Volumetric charge - Brock 2 (c/kl> (fill in structure) 

Vopielric charge ■ Slock 3 (cikl) (OF In structure] 
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j gN238 Alfred Duma ■ Supporting Table S A13b Service Tariffs bv cate non,. ^ p \ amtorv 



Rates Rebate 
'Free Baste Etectricty 


Water tariffs 

j [fnsett blocks as eppScabte] 


Waste water fa rift? 

Per receptacle of Mi or part thereof, subject to the 


Electricity tariffs 


Credit Meters 


Prepaid Maters 


(fill in thresholds) 
(fill in thresholds) 
(Jill jr thresholds) 
(fill In thresholds) 
(flit in thresholds) 
P In thresholds) 
(fill in thresholds) 
Pin thresholds) 
(fill in thresholds) 
Pin thresholds) 

(till In structure) 

P In structure) 

(tiff in structure) 

P In structure) 

P in structure) 

(fill rn structure) 

(fill in structure) 

(fill in structure) 

P In structure) 


0-350 

350-650 

650-1500 

1500+ 

(fill in thresholds) 
1-100 
100-350 
350 - 650 


(fifl in thresholds) 
prn thresholds) 
P in threshoids) 
—“HP*r4hreshofds)~ 


2016/17 


2017/16 


Current Year 
2016/19 


1191 526 
6 965 340 


2019/20 Medium Term Revenue 8 Expenditure 
Framework 


Budget Year 
2019/20 


2261503 
6964004 


Budget Year+1 
2020/21 


2 383624 
9448060 


Budget Year +2\ 
2021/22 


2512 340 
9956 255 





KZN238 Alfred Duma - Supporting Table SA14 Household bills 


Description 


Rand/cent 

ManHiH 


Rang£ 




Rates and services charges: 

Property rates 
Electricity: Basic levy 
Electricity: Consumption 
Water Basic levy 
Water: Consumption 
Sanitation 
Refuse removal 
Other 

VAT on Services 

Total large household bill: 

% IncreaseZ-decrease 


subtotal 


Monthly Account for Household ■ 'Affordable Ran 


Rates and services charges: 

Property rates 
Electee^: Basic levy 
Electricity: Consumption 
Water: Basic levy 
Water Consumption 
Sanitation 
Refuse removal 
Other 

VAT on Services 

Total small household bill: 

% increasef-decrease 


sub-total 


Monthly Account for Household - ‘Indigent 1 


Household receiving free basic services 


Rates and services charges: 

Property rates 
Electricity: Basic levy 
Electricity: Consumption 
Water: Basic levy 
Water Consumption 
Sanitation 
Refuse removal 
Other 

VAT on Services 

Total small household bill: 

% increas«J r *decraasg 


sub-total 


2015116 

2016/17 

2017/18 

Current Year 2018/19 

2019/20 Medium Term Revenue & Expenditure Framework 

Outcome 

Audited 

Outcome 

Audited 

Outcome 

Original 

Budget 

Adjusted 

Budget 

Full Year 
Forecast 

Budget Year 

2019/20 

Budget Year 

2019/20 

Budget Year t 
2020/21 

1 Budget Year *2 
2021/22 

1 



683.00 

683.00 

1 663.00 

6,0% 

723.98 





1 

1 

1 527.26 

1 527.26 

1527.26 

9.4% 

1 670.82 


, 

i 




67.18 

67.18 67.18 

6.0% 

71,21 






2 277.44 

| 2 277.44 

2277.44 

8.3% 

2466.01 

- 

— 


- 


2 277.44 

2 277.44 

227744 

8.3% 

2466.01 

8.3% 

1100.0%) 

- 




455.00 

455.00 

455.00 

6,0% 

482.30 



j 



1000.00 

| 

1 000.00 

1000.00 

9.4% 

1 060.00 



i 



i 

62.oo: 

1 

62.00 

62.00 

6.0% 

65.72 






1517.00 

1 517.00 

1 517.00 

6.0% 

1608.02 

- 

- 


- 

- 

1 517.00 

1 517.00 

1 517.00 

6.0% 

1608.02 

6.0% 

(100.0%) 

- 

i 



227.00 

227.00 

227.00 


227.00 



i 



435.05 ! 

i 

1 

435.05 

435.05 

- 

435.05 

i 


! 

1 



! 

67.18 j 

67.18 

67.18 

- 

67.18 

1 

1 




" 

72923 

72923 

72923 

- 

72923 

- 

- 


- 

- 

72923 

72923 

72923 

- 

72923 

(100.0%) 

T 


r r-' -r -- 1 ' uu i ' WU nrru cwuuiUIjr ainj -JUKt WSbBT 

2. Use as basis property value ofR500 000 and R700 000,500 km electricity and 25k! water 

3. Use as basis property value of R 300 000,350kWh electricity and 20fd water (50 kWh eMidty and tki water ireaj 



































































































































































KZN238 Alfred Duma - Supportina Table SA17 Bormwinn 


2019/20 Medium Term Revenue & Expenditure 
Framework 

Budget Year +1 j Budget Year+2 
2020/21 2021/22 



check borrowing balance 


] - non-current) 


(6 748) 


(6166) 



^KZ N23S Alfred Duma • Supporting Table SA18 Transfers and grant receipts 

Description 


IR thousand 
RECEIPTS: 

[ Oagratlng Transfers and Grants 

National Government; 

Local Government Equitable Share 
Finance Management 
EFWP Incentive 
Infrastruchine Skills Dev Grant 
DRG 

Other 

Provincial Government; 

Accreditation Subsidary 
Recapitalisation of Libraries 
Museum Subsidary 
Provincialrsation of Libraries 
Other 

District Municipality: 

Building Plan 

Other grant providers: 


Ref 


1,2 


2015/16 


Audited 

Outcome 


2016/17 


Outcome 


161235 


2017/18 


Current Year 2018/19 


~153116 | 

34081 
4711 ' 

i 


Audited 

Outcome 


196940 


Original 

Budget 


216382 


189993 

3600 

3347 


2019/20 Medium Term Revenue & Expenditure 
Framework 


Adjusted 

Budget 


206 663 
3 600! 
4319 j 
1 800 ; 


Full Year 

Forecast 


Budget Year 

2019/20 


Budget Year+1 

2020/21 


Budget Year+2| 

2021/22 


[Total Operating Transfers and Grants 


[ Capital Transfers and Granft 


National Government: 

Municipal Infrastructure Grant (MIG) 

INEP 

infostructure Grant Sports 

MDTG 

DRG 

OTHER 

Provincial Government: 

LBM / Provincialisation of Libraries I Accreditation 
Subsida7/ISDG/Housing 

District Municipality: 

Building Plan 

Other grant providers: 

[insert description] 


166539 


130 999 


I 


202 321 


229 308 


75478 


70 353 


9714] 
50 000 


77 796 


932 


62749 

943 

6280 

3506 


69 946 


7 850 , 


227 764 


92394 


69 946 I 
14598 ! 
7 850 ! 
| 
i 


227 764 | 

252 459 

264 134 

92 394 | 

80 926 

85943 


69946 

14 598 I 
7650 


61 683 
11 000 ' 
8243 | 

i 

I 


4987 


13 691 


1790 


1790 


50108 


|Total Capital Transfers and Grants 


[TOTAL REC EIPTS OF TRANSFERS & GRANTS 

RaT 


- 

- 

- | 

_ 

1 

i ryu i 

50108 

56183i 





1 

1 - . ^ 

- - , 



i 

- 

500 

snn 

1 j 

- 1 

- 

_ 


130 999 


80 466 


91987 


297538 


282 786 


321295 


94184 


321948 


94184 


131 034 


142126 


321948 


406 260 


216128 

216 121 1 

242 501 

254 397 

273 301 

206 663: 

206 663 1 

232 678 

; 248 697 

266 301 

3 600 : 

3 600 

2800. 

2000 

2000 

4319 

4319 

3930. 

_ 


1546 

l 

1546 

3 393 ; 

3 700 

5 000 


- 

5304 

5380 

12926 

11631 

11 636 

9958 

9737 

in iftt 1 

i 

356 

738 

175 ; 

4 035 ! 

223 

776 

183 

4198 

T 2 877 

1370 

192 

4337 

4150' 

1 2572 

! 1370 

: 152 

i 4337 

3205 ; 

2572 

1370 

152 

4337 

3205 

f 3060 

1 467: 

152 : 
4779 ' 
500 

3 060; 
1571 : 
163 : 
4943 ; 

JU IDS J 

3 060 
1682 
175 

5 248 


263466 


96 776 


65 104 | 70 026 | 

12184! 18000 [ 

8655; 8 750 | 

i 


61 363 


158159 


4. 

5. 

6 . 


ipality, donor or other organisation 










































































































































































Description 

|R thousand 
EXPENDITURE: 

[Operating expenditure of Tra nsfers and 

National Government: 

Local Government Equitable Shoe 
Finance Management 
EPWP Incentive 
Infrastructure Skills Dev Grant 
DRG 

Other 

Provincial Government: 

Accreditation Subsidary 
Recapitalisation of Libraries 
Museum Subsidary 
Provincialisation of Libraries 
Other 

District Municipality: 

Building Plan 

Other grant providers: 


2015/16 


2016/17 


Outcome 


2017/18 


Current Year 2018/19 


161235 
153116 ; 
3400 j 
4711 : 

I 


Audited 

Outcome 


196 940 


Original 

Budm 


189 993] 

3600 
3 347 


216382 


Adjusted 

Budnst 


216128 


Full Year 

Forecast 


2919/20 Medium Term Revenue & Expenditure 
Framework 

Budget Year 


206 663 ' 
3600 - 
4319. 
1800 


216128 


206 663: 
3 600 ' 
4319 : 
1 546' 


2019/20 


242501 


206 663] 

3600 

4319 

1546 


232678 
2500 ■ 
3 930 j 
3 393 1 


Budget Year+1 

2029/21 


254397 


5380 


12 926 


Total operating expenditure of Transfers and Grants: 


[Capital expenditure of Tr ansfers and fining 

National Government: 

Municipal Infrasiruclure Grant (MIG) 

INEP 

Infrstructure Grait Sports 

MDTG 

DRG 

OTHER 

Provincial Government: 

LBM / Provincialisation of Libraries / Accreditation 
Subsidary / JSOG / Housing 

District Municipality: 

_ Building Plan 

Other grant providers: 


2877 

1370 

192 

4337 

4150 


11 636 


2572 
1370 
152 
4 337 
3205 i 


11636 


2572 

1 370 I 
152 
4337 
3205 


9958 


3060 

1467 

152 

4779 

500 


166539 


130 999 


202 321 229 308 


75478 


70 353 


9714! 


77 796 


227764 


92394 


227764 | 252459 


92 394 


14598i 
7850 I 


69946] 

14598 

7650 


80 926 


61 683 

11000 1 
8 243 I 


[Total capital expenditure of Transfers and Giants 


[TOTAL EXPENDITURE OF TRANSFERS AND GRANTS 


248 697' 

2 000 ; 

3 700j 


Budget Year+; 

2021/22 


273301 


266 301 
2000 

5 000 


9737 


3 060 

1571 J 
163; 
4943 | 


in 


264134 


85943 


65104 
12184 
6 655 


283466 


96776 


70 026 
18000 
8 750 


_ 

j 50 000 

932 

3506 


! 1 

1 ! i 

' > l 

i 

i 

i 

i 

- 

- 

4987 

13191 

1790 

1790 

50108 

SR 11U 

-— 


i 

i 

j 

4987 

13691 

1790 

1790 

50108 

JD IDJ 

i 

re hoo 

61383 

- 

- 

- I 

- 

_ 



Ov 150 

61 383 


i 

i | 

-■..1 

j- - . ... 

i - f 


- — 

' 

i .. „ . 

■ 

- 

- I 

500 1 

_ 





i 



500! 

J 

1 






130 999 

SO 469 | 

91987 

94184 

94184 j 

131034 

142126 

158159 

nt received or reco\ 

297 538 

gnised 

282 786 | 

321295 

321940 

321948 [ 

383 493 

406 260 

441025 


1 . 






































































































































































































Description 


R thousand 


VKO^DJU cZL KKT 

Current year receipts 

Conditions met - transferred to revenue 

Conditions stfll to be met - transferred to liabruues 
Provincial Government: 

Balance unspent at beginning of the year 
Current year receipts 

Conditions met - transferred to revenue 

Conditions still to be met - transferred to liabilities 
District Municipality; 

Balance unspent at beginning of the year 
Current year receipts 

Conditions met - transferred to revenue 

Conditions still to be met - transferred to liabilities 
Other grant providers: 

Balance unspent at beginning of the year 
Current year receipts 

Conditions met - transferred to revenue 

- Conditions still to be met - transferred to liabilities 



Ref 

1 2015/16 

- —, M 

2016/17 

■ win 

2017/18 

gnu unspent Tunqs 

Current Year 2018/19 1 

Audited 

Outcome 

Audited 

Outcome 

Audited 
Outcome 1 

Original 

Budeet 

Adjusted 

Full Year [ 


1,3 




1 



2019/20 Medium Term Revenue & Expenditure 
Framework 

Budget Year [Budget Year +1 Budget Yearn 
-M19/20 2021/22 


242 501 
(242 501) j 


254 397] 
(254 397); 


273301 

(273301 


9737. 

J9737)! 


10165 
(101651 


i—- m up nici- uansremea to na 

jTotal operating transfers and grants revenue 
llotal operating transfers and grants ■ CTBM 

ICapftal transfers and grants: 

National Government: 

Balance unspent at beginning of the year 
Current year receipts 

Conditions met - transferred to revenue 

Conditions still to be met - transferred to liabilities 
Provincial Government: 

Balance unspent at beginning of the year 
Current year receipts 

Conditions met - transferred to revenue 

Conditions still to be met - transferred to liabilities 
District Municipality: 

Balance unspent at beginning of the yea* 

Current year receipts 

Conditions met - transferred to revenue 
Conditions still to be met - transferred to liabilities 
Other grant providers: 

Balance unspent at beginning of the year 
-—Current year receipts 

Conditions met - transferred to revenue 
i Conditio ns still to be met - transferred to liabilities 
jTotal capital transfers and grants revenue 
(Total capital transfers ana grants - CTBhT 


1,3 


60926 


50108 
(50108) 


65 943 
(85 943)! 


56163 , 
(56 163)] 


61383 
(61383) 


- i 


U 

2. CTBM = conditions to be met 


nance and Financial Position; I 


(175 576) (221 647) (229 308) 

(120 353) (62 749) (91 907) 


(227764) (227764) 

(79 566) (79 586) 


(252 459) 
(71083) 


(268276) (268632) 

(75 209) (80 426) 


Check opex 
Check capex 
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KZN238 Alfred Duma - Supporting Table SA22 Summary councillor and staff benefits 


Summary of Employee and Councillor remuneratior 

Rei 

2015/16 

2016/17 

2017/18 

Current Year 2018/19 

2019/20 Medium Term Revenue & Expenditure 
Framework 

R thousand 


Audited 

Outcome 

Audited 

Outcome 

Audited 

Outcome 

Original 

Budget 

Adjusted 

Budget 

Full Year 

Budget Year 

2019/20 

Budget Yearn 

2020/21 

►1 Budget Year +2 

Councillors (Political Office Bearers ulus Other) 

1 

A 

B 

C 

D 

E 

F 

-3— 

H 

1 

Basic Salaries and Wages 

Pension and UIF Contributions 

Medical Aid Contributions 



19 752 

24351 

18511 

148i 

3 18511 

3 148; 

3 18511 

3 148; 

) 19 671 

i 1581 

J 20 951 

) 168; 

B 22321 

2 1792 

Motor Vehicle Allowance 

Cellphone Allowance 

Housing Allowances 

Othet benefits and allowances 



I. - 


3MB 3 236 3 238 3 448 3 672 3 911 

3221 3221 3 221 3 707 3 948 4 204 

ova i our - vouncinore 

% Increase 

Senior Managers of the Municipality 

4 

2 


'19752 

24351 

23.3% 

26 46( 

) 26 46C 

1 26480 

28414 

7.4% 

30261 
> 6.5% 

1 32228 

3 6.5% 

Basic Salaries and Wages 

Pension and UIF Contributions 

Medical Aid Contributions 

Overtime 





7014 

864 

164 

■ 6 648 

■ 664 
164 

1 6 648 

664 
164 

7569 

15 

6061 

15 

8585 

i 16 

Performance Bonus 

Motor Vehicle Allowance 

Cellphone Allowance 

Housing Allowances 

Other benefits and allowances 

Payments in lieu of leave 

Long service awards 

3 

3 

3 

3 




1439 

39 

1439 

39 

1439 

39 

799 

1549 

11 

651 

1650 

12 

906 

1757 

12 

Post-retirement benefit obligations 

Sub Total - Senior Managers of Municipality 
% increase 

Other Municipal Staff 

Basic Salaries and Wages 

Pension and UIF Contributions 

Medical Aid Contributions 

Overtime 

Performance Bonus 

6 










4 

i 

212463 

259 032 

9319 

272 828 
27750 
11195 
2573 

8953 

(3.9%) 

289466 

27750 

11195 

2573 

8953 

i 

289466 
27 750 
11195 
2573 

I 9 942 

11 . 0 % 

261886 
30 005 
8 500 
5355 

10588 

6.5% 

279 461 
31 955 
9 052 
5711 

11276 

6.5% 

297 864 
34033 

9 640 
6070 

Motor Vehicle Allowance 

Cellphone Allowance 

Housing Allowances 

Other benefits and allowances 

Payments in lieu of leave 

Long service awards 

POst-retirement benefit obligations 

Sub Total - Other Municipal Staff 
% Increase 

Total Parent Municipality 

3 

3 

3 

3 

6 


! 


2 079 
6808 

2079 

6808 

2079 

6808 

17504 

296 

1813 

5640 

5 538 
2663 

5 374 

18642 

296 

1931 

5990 

5 898 
2836 

5 724 

19854 

296 

2056 

6363 

6 281 
3020 
6096 

-J . 


212463 

259032 
- 21 . 9 % 

323232 

24J% 

339870 

5J5L 

339 870 

344573 

U% 

367 496 
6.7% 

391573 

6 w6% 

Board Members of Entities 



232 235 

283 383 

22.9% 

359 011 

26.7% 

375 283 

4.5% 

375 283 

382929 

2 . 0 % 

488 344 

6 . 6 % 

435 076 

BJ% 

Basic Salaries and Wages 

Pension and UJF Contributions 

Medical Aid Contributions 

Overtime 

Performance Bonus 

Motor Vehicle Allowance 

3 








i 


Cellphone Allowance 

Housing Allowances 

Other benefits and allowances 

Board Fees 

Payments in lieu of leave 

Long service awards 

3 

3 

3 










Post-retirement benefit obligations 

Sub Total - Board Members of Entities 
% increase 

6 








i 


4 


- 

- 

- 


— 

~ 

- 

~ 

























































































KZN238 Alfred Puma-8upportmgTaMegA23SaMen .il 


owancos S benefits (Domical offlca fnrererefauncllfomtonto, m--- 





References 

t Pension and medical aid 
2 . 

a S’™?® ° m ? bearer by des '9 nstion - Provide a total for all other councillors 

4. Pokbcal office bearens defined in MFMA s 1: speaker, executive ■» fLa 


mayor, deputy mayor, member of mayoral comrnmZ^7ZZ,S^ ea ^ mayor ' memb6r of executive committee. 


sana 


5. 

6. Lk 

7. List each _ _ _ 

Mus * reconcile torelevant sectionof Table SA24 

10. Correct as a/ 30 June 


■ sentor manager by designation 





























































































































KZM238 Alfr ed Duma ■ Supporting Table SA24 Summary of omonn* ! number* 

Summary of Personnel Numbers 


lift 


Board Members of municipal entities 
|Municipal employees 

Municipal Manager and Senior Managers 
Other Managers 
Professionals 
Finance 

Spatial/town planning 
Information Technology 
Roads 
Electricity 
Water 
Sanitation 
Refuse 
Other 

Technicians 
Finance 

Spatial/town planning 
Information Technology 
Roads 
Electricity 
Water 
Sanitation 
Refuse 
Other 

Clerks (Clerical and administrative) 

Service and safes workers 
Skilled agricultural and fishery workers 
Craft and related trades 
Plant and Machine Operators 
Elementary Occupations 
|7QTAl PERSONNEL NUMBERS 

% increase 


|Total municipal employees headcount 
Finance personnel headcount 
_ Human Resources personnel hearimunf 


20*17/18 


Current Year 2018119 


Positions 


Budget Year 2019/20 


33 


33 


167 


299 


167 


299 


33 


33 


167 


299 


167 : 


29 9 


1 Positions 

i Permanent 

employees 

i Contract 
employees 

1 Positions 

1 Permanent 

1 employees 

Contract 

AM lilNMoe 
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73 
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; 73 

11 

59 
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108 
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6 

i : 
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13 

2 

11 

59 
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1 

318 

13 

2 

477 

174 

303 

477 

! t»; 

303 


!) = 0.5F7E 


councillors) 













































































































































































































































































































































KZN238 Alfred Duma - 






















































































































KZN238 Alfred Duma- 
































































































KZN238 Alfred Duma ■ Supporting Table SA30 Budgeted mnnthto ««h Hw. 
















































































































































KZN23B Alfred Duma ■ NOT REQUIRED - municipality does not have entities 


Description 


Financial Performance 
Property rales 
Service charges 
Investment revenue 
Transfers recognised - operational 
Other own revenue 

Contributions recognised - capital & contributed assets 

Total Revenue (excluding capital transfers and contributions] 

Employee costs 

Remuneration of Board Members 
Depreciation & asset impairment 
Finance charges 
Materials and bulk purchases 
Transfers and grants 
Other expenditure 
Total Expenditure 
Surplus/(Deficft) 


Audited 

Outcome 


Audited 

Outcome 


Audited 

Outcome 


Current Year 2018/19 

Adjusted " 
Budget 


Full Year 
Forecast 


2019/20 Medium Term Revenue & Expenditure 
Framework 

^Budget Year Budget Year +1i Budget Year +2 
2019/20 2020/21 I 2021/22 


























Rlmiffioft, for 
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CapitalSpanx 

lirfwnafcitfliKf CommunbaSdn WhwJudure 
DehCantna 
Cwe Layers 
^stifbi£vrt Layers 
Ce/m Spent 


m 





- 21 07f 582 -3874 000 


-4 7183 000 
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Water Treatment Works 
Bulk Mains 
Distribution 
Distribution Points 
PRV Stations 
Capital Spares 
Sanitation Irtfastruefora 
Pumpstation 
Reticulation 

Waste Water Treatment Works 
Outtelt Sewers 
ToSetFactBSes 
Capitef Spares 
Solid Waste Infrastructure 
Lamm Sites 

Waste Transfer Stations 
Waste Processing FacMes 
Waste Drop-off Points 
Waste Separation Farm* 
Generation Facffias 
Capitet Spares 
Rail Infrastructure 
RatiUnes 
RaSSkuctetes 
Rail Furniture 
Drainage CoSectton 

Storm water Conveyance 
Attenuation 
W Substations 
LV Networks 
Capitai Spares 
Coastal Infrastructure 
Sand Pumps 
Piers 

Revetments 

Promenades 

CapMSpares 

Information and OommunloaUon Infrastructure 
DataCentres 
Core Layers 
Dbfflbution Layers 
Capital Spares 


Community Facfc 
Hails 
Centres 
Cnbcfies 

CtinlcsICare Centres 
Fire/Ambulance Stations 
Testing Stations 
Museums 
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- 21071502 -3874 000 


-4783000 
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Copes! Spares 

SpwtafidRocreetion Fadlifes 
**toorfcd»fes 
OntttoarFa<£Ex 
fefxtai Spam 


toyrwed Property 
Untopmmd Property 
NwHWMueGeneraiihg 
bpfWBd Property 
Untoproved Property 

OUiT^ni- 

QpsmflonarBuU^s 
ItonkfaloiBcas 
PatfEnquify Points 


iabofstortBS 
Training Centres 
ttoniOaeturlng Plant 


BJownlcjl or Qulthtttori 


HooncssarKtftJghb 


rtntuantUctnsee 
Waste Ucenses 
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Vote Description Ref 201900 Medium Tern Revenue & Expenditure [ 

Framework I 


Ref 


|R thousand 

Capital arnenrfitiira 

Vote 1 - Executive and Council 
Vote 2 - Corporate Services 
Vote 3-Finance 

I Vote 4 ■ Pu Wic Works and Services 
- - Vote 5 - Community Services 
Vote 6-Electrical Services i 

Vote Z -DevrelopTOnt, Planning and Human Settlements 


Vote 10-Null 
Vote 11 - Null 
Vote 12-Null 
Vote 13-Null 
Vote 14-Null 
Vote 15-Null 

| List entity summary if applicable 

iTotal Capital Expenditure 

JEutureog itionalcoBtehyu«to 
Vote 1 - Executive and Council 
Vote 2 - Corporate Services 
Vote 3-Finance 

Vote 4 - Public Works and Services 
Vote 5 - Community Services 
Vote 6 - Electrical Services 

vSte8 - DeVel ° Pment ' Plannin9 and Human Settlements 
Vote 9- 
VotelO-Null 
Vote 11-Null 
Vote 12-Null 
Vote 13-Null 
Vote 14-Null 
Vote 15-Null 

| List entity summary if applicable 

ITotal future operational costs 

[Future re venue bv «nimr« 

Property rates 

Service charges - electricity revenue 
Service charges - water revenue 
Service charges - sanitation revenue 
Service charges - refuse revenue 
Rental of facilities and equipment 
List other revenues sources if applicable 
List entity summary if applicable 
[Total future rev enue 
|Nei unancial Implfca 


Budget Year 
2019120 

100 
407 
100 
63 543 
10750 
13283 
600 


Forecasts 


I Budget Yea^f “Forecast” 
2020/21 I a»ifr> | ?n? 


Forecast 


Forecast 


187838 ; 
391055 i 


■ 


23 729 
2 511 ; 
315439 ! 


300 | 

67 259) 
14-650 | 
2*500 I 
500 


500 | 

78 776) 
650 | 

5001 


89083 

85209 

204161 

217718; 

364 

■ 3841 

196 958 

206 959 i 

74 953 ' 

78 531 

107907 

114497 

406451 ; 

439 357 

5 069; 

5151 


804261 

232 535 
404 
218 027 
83805 
121630 
463 725 
5 237 


1 062 596 1 

197981 . 
422624 ■ 


25010; 
2 647 ! 
334 861 ' 


1 125 3641 

208672 

444609 


26361 

2790 

359012 


f|p p3| T04T443 

-l 64405 ! 164 6821 164 347 
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1. PREAMBLE 


a) The tariff policy is complied, adopted and implemented in terms of the 
Municipal Systems Act 

b) This policy guides the levying of fees for services provided by the 
municipality or by way of service delivery agreements. In setting of the tariff 
the Municipality shall at all times take due consideration to tariffs applicable 
e sewhere in the sector and broadly in the economic region. 

c) The latter consideration seeks to address the impact which policy tariffs 
may have on local economic development. 

d) It is imperative for the Municipality to acknowledge that the tariff policy must 
be dnven by the current economic provisions: revenue adequacy and 
certainty, sustainability, effectiveness and efficiency; accountability, 
transparency and good governance -equity and redress as well as 
imperatives for development and investment. 


2. SCOPE OF THE POLICY 

a) It is intended that this policy document guides the annual setting (or 
revision) of tariffs, hence the Policy does not make specific tariff proposals, 
nor does it deal in any detail with the implementation of specific tariff 
proposals. Details pertaining to specific levels and applications of the 
various tariffs are published in the Schedule of Tariffs, which must be read 
in conjunction with this Policy 

b) The policy is applicable to all tariffs for electricity, rates solid waste,-and 
other minor services provided by the Municipality. 


3. OBJECTIVES 

a) The policy objectives are to ensure that: 

0) The tariffs of the Municipality conform to acceptable policy principles 

(ii) Municipal services are financially sustainable 

(iii) There is certainty in the Municipality, of how the tariffs will be 
determined 

(iv) Tariffs of the Municipality comply with the applicable legislation 



4. PRINCIPLES 


a) The basic principles and long-term goals for the Municipality is to include 
equity in service provision and sustainability of service levels through 
sconomic and effective funding of efficient services 

b) Where a service is provided primarily for the benefit of an individual user 
and the actual service or consumption can be recovered from the individual 
by means of tariffs. 

c) When a service connection is made a sundry tariff should be used and 
when a metered amount of a service is consumed a consumption based 
tariff should be used. Where Sundry tariffs and consumption based tariffs 
are used, they must comply with this policy. 

d) Where an individual user’s consumption can be metered, electricity and 
water will be charged for using Consumption-based Tariffs. 


5. DEFINITIONS 

a) “Municipal area” Means the area in respect of which the Municipality has 
executive and legislative authority as determined by the constitution and 
National legislation and the area demarcated by the demarcation act 

b) “Municipal Council” means a municipal Council as referred to in section 
57 of the constitution. 

c) “Poor Households”: Means those households in the Municipal area that 
cannot afford to pay either the enter tariff charge for the municipal service 
, or part of it, also means those households in the municipal area living in 
the property with a municipal valuation under R15000 and earn less than 
R1560 per month 

d) “Tariff Policy” means a policy on the levying of fees, rates and taxes for 
the Municipal services provided by the Municipality itself and that complies 
with the Municipal Systems Act. 

e) Recovery Cost” resource management expenditure refers to those 
activities that are required to regulate , manage and maintain the service 

f) “Capital Costs (Deprecation) Capital cost expenditure is the Councils 
obligation to meet the repayments on loans negotiated to finance the 
provision of the service. 

g) Disconnection fee means a fee charged to a customer upon termination 
or restriction of a municipal service supplied to a meter 

h) “MFMA” means Local Government: Municipal Finance Management 
Act.2003 

i) Re-connection Fee” means fee charge to a Customer upon reconnection 
of Municipal services 
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6. APPLICABLE LEGISLATIVE FRAMEWORK 


s) In terms of section 62 (1) of the Municipal Finance Management Act 
(MFMA)the accounting officer is responsible for managing the fiscal 
administration of the municipality and in terms of Section (1)(f), must for 
this purpose take all reasonable steps to ensure that the municipality has 
and implements a tariff policy referred to in section 74 of the Municipal 
Systems Act 

b) In terms of section74 (3) of the Municipal Systems Act a tariff policy may 
differentiate different categories of users, debtors , service providers, 
services and geographical areas subject to ensuring no unfair 
discrimination. 

c) For the purposes of this policy, the Regional Services Councils Act No. 109 
of 1098, Municipal Finance management Act No53 of 2003 and the Local 
Government Municipal Systems Amendment Act No. 44 of 2003 has been 
used as reference. 


7, TARIFF POLICY 

Section 74(2) of the Municipal Systems Act sets out principles that must 

be reflected in this Policy. These principles are applied in the following 

manner: 

a ) Users of municipal services should be treated equitably in the 
application of tariffs 

b) The amount individual users pay for municipal services should 
generally be in proportion to their use of that service; 

c) Poor households must have access to at least basic services through 

d) Tariffs that cover only operating and maintenance costs 

e) Special tariffs or life line tariffs for low levels of use or consumption of 
services or for basic levels of service 

f) Any other direct or indirect method of subsidisation of tariffs for poor 
households 

g) Tariffs must reflect the costs reasonably associated with rendering the 
service , including capital, operating, maintenance, administration and 
replacement costs, and interest charges; 

h) Tariffs must be set at levels that facilitate the financial sustainability of 
service, taking into account subsidisation from sources other than the 
service concerned 

i) Provision may be made in appropriate circumstances for a 
surcharge on the tariff for service 
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j) Provision may be made for the promotion of local economic 
development through special tariffs for categories of commercial and 
industrial users 

k) The economical, efficient and effective use of resources, the recycling 
of waste , and other appropriate environmental objectives must be 
encouraged; and 

l) The extent of subsidisation of tariffs for poor households and other 
categories of users should be fully disclosed 

m) The Municipality's tariff policy must- 

(i) Specify the manner in which the principles referred to in subsection 

(2) are to be implemented 

(ii) Specify the basis of differentiation, if any, between different 
categories of users, debtors,, service standards, geographical areas 
and other matters as long as the differentiation does not amount to 
unfair discrimination; and 

(iii) Include any further enforcement mechanism the municipality may 
wish to impose in addition to those contained in the Credit Control 
and Debt Collection By-law and policy, and any other municipal 
policies 


8. DIFFERENTIATION FOR TARIFF PURPOSES 

Section 74 (3) of the Systems Act allows for the differentiation between 
different categories of users, debtors, service providers, services, service 
standards, geographical areas and other matters for tariff purposes as long 
as the differentiation does not amount to unfair discrimination. The nature 
and basis for differentiation for tariff purposes of the Municipality are set 
below. Each municipal service is not compelled to differentiate for tariff 
purposes, but where it does; the differentiation must be consistent with the 
framework set out below, and the separate tariff must be applicable for 
category that is dined 


a} Categories of users 

The following categories of users may be defined, provided that they do 
not contradict the Municipal Rates Policy: 

(i) Residential or Domestic 

(ii) Non - Residential 

(1) Commercial 

(2) Industrial 

(3) Government 
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(4) State-owned enterprises 

(5) Vacant land 

(6) Agricultural land 

(7) Hostels 

(8) Educational Institutions 

(9) Municipal 

(10) Religious Institutions 

(11) Charities/NPO 

(12) Cemeteries 

b) Categories of services 

The following criteria may be used in defining categories of services: 

(i) Type of service 

(ii) Category of user 

(iii) Level of consumption 

(iv) Type of connection 

(v) Time of use. 


9. AFFORDABLE TARIFFS 

a) The Alfred Duma Local Municipality undertakes to keep tariffs at 
affordable levels and will ensure that: 

(i) Services are delivered at an appropriate level 

(ii) Efficiencies are built into all Municipal operations 

(iii) Performance management system is introduced to ensure that 
plans that are devised are actually implemented , that resources 
are obtained as economically as possible , used efficiently and 
effectively and that appropriate service delivery mechanisms are 
used 

b) Any service that is provided for which there is little demand, that is 
priced under the actual cost of providing it and which requires the 
Municipality to maintain significant infrastructure and other facilities, are 
phased out, except where the Municipality is by law required to provide 
such service. 

c) To increase affordability for indigent persons, Municipality will ensure 
that its equitable share of revenue raised nationally, will be used to 
efficiently subside a certain level of basic services for them. 
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PAYMENT FOR SERVICES 


a) Notwithstanding the provision for a minimum amount of free basic 
services consumers of services must pay for the amount of services 
that they use. 

b) Where it is possible to measure the consumption of services, the 
municipality to install metering systems 

c) In this regard the municipality will develop and fast-track a programme 
of installing meters where such meters remain outstanding. In line with 
the latter, it is Council’s policy that the tariff for such services must 
include all relevant cost factors as stated above 

LOCAL ECONOMIC DEVELOPMENT AND COMPETITIVENESS 

a) The size of the service charge accounts presented to local businesses 
is a significant business overhead for any business enterprise in the 
municipal area. The overhead of a business is one of the factors that 
influence the price of goods and services sold by it, and therefore its 
profitability and chances of survival. 

b) The municipality will therefore be sensitive that municipal accounts 
presented to local businesses are fair by amongst others, considering 
the desire: 

(i) To promote local economic competitiveness and 

(ii) To promote local economic development and growth 


SERVICE DELIVERY SUSTAINABILITY 

a) The Municipality ensure that the service that it provides must be 
sustainable. Financial sustainability of an enterprise will be achieved 
when it is financed in a manner that ensures that its financing is 
sufficient 

b) The tariff for a service must therefore be sufficient to cover the cost of 
the initial capital expenditure required and interest thereon, managing 
and operating the service and maintaining, repairing and replacing the 
physical assets used in its provision. 

c) Sustainability does not only mean that the price of the services must 
include all relevant costs element, it also means that the charges to be 
levied must be collected. 

d) The Council shall therefore adopt and apply a Credit Control and Debt 
Collection policy to ensure that service charges are recovered. 



9.4. 


TARIFF DETERMINATION 



a) Tariffs represent charges levied by Council on consumers for the 
utilization of services provided by the Municipality. Tariffs shall be 
calculated in various different ways, dependent upon the nature of the 
service being provided. 

b) Tariffs shall be set in such a manner so as to recover the full cost of the 
service being provided or recover a portion of those costs, or to bring 
about a surplus that can be utilized to subsidise other non-economical 
services. 

c) In special circumstance, such as significant increases in the cost price 
of goods and services , the Council will review its tariffs during the 
preparation of the annual budget 

d) Proposed tariffs shall be presented to the community during the 
Council’s consultations about the budget. Immediately after the Council 
has determined or amended a tariff, the Accounting Officer must clearly 
display it at all offices of the Municipality as well as at such other places 
within the Municipal areas he/she may determine. The notice must state 

(i) The general purpose of the resolution 

(ii) The date on which the determination or amendment comes into 
operation 

(iii) The date on which the determination or amendment comes into 
operation 

(iv) The date on which the notice is displayed 

(v) That any person who desires to object to such determination or 
amendment must do so in writing within 21 days after the date on 
which the notice was displayed and 

(vi) That any person who cannot write may come during office hours to 
place where a staff member of the Municipality named in the notice 
will assist that person to transcribe his objection. 

e) If no objection is lodged within the period stated in the notice the 
determination or amendment will come into operation on the date 
determined by the municipality. Where an objection is lodged, the 
Municipality will consider every objection. 

f) The Municipality shall, after it has considered all objections, confirm, 
amend, or withdraw the determination or amendment will come into 
operation. 

g) After the Council has considered the objections it will again give notice 
of the determination, amendment or date as determined above and will 
also publish it as determined by the Council. 


9 I P a g e 



9.5. 


REVENUE SOURCES 


a) The Council shall finance the affairs of the Municipality by 

(i) Charging fees for services 

(ii) Imposing surcharges on fees, interest and to the extent authorised 
by national legislation, other taxes, levies and duties. 

b) The Municipality shall establish appropriate mechanisms, procedures 
and process to ensure community participation in, amongst other things, 
the preparation of its budget. 

c) The following provision shall be applicable: 

(i) Interest shall be charged at a prime rate per annum/ per month; 
must be paid to the Municipality on accounts that have not been 
paid within thirty days from the date on which such accounts 
become due. 


9.6. RECONNECTION FEES 

Reconnection fee shall be charged on all disconnected services. 


10. TARIFF TYPES 

In determining the type of tariff applicable to the type of service the Council 
shall make use of the following nine options or a combination of the same: 

a) Single tariff: this tariff shall consist of a fixed cost per unit consumed. 
All costs will therefore be recovered through a unit charges at the level 
of breakeven consumption. On good cause, the Council may approve 
percentage surpluses on primary services. The percentage surpluses 
shall be added to the fixed and variable costs of the service for the 
purpose of calculating the tariff 

b) Cost related two-to-four part tariff: This tariff shall consist of two-to- 
four parts .Management, capital, maintenance and operating costs will 
be recovered by grouping certain components together e.g. 
management, capital and maintenance costs may be grouped together 
and be recovered by a fixed charge, independent of consumption for all 
classes of consumers, while the variable costs may be recovered by a 
unit charge per unit consumed. 

c) Inclining block tariff: this tariff is based on consumption levels being 
categorized into blocks, the tariff being determined and increased as 
consumption levels increase. 




d) Declining block tariff: this tariff is the opposite of the inclining block 
tariff and decreases as consumption levels increase. 

e) Time-Of-Use Tariff: This tariff is on fixed charges, seasonal usage and 
time differentiated energy consumption and demand charges 

f) Availability Tariff: This is a certain type of Basic charge and must be 
charged in a fix rate. It is associated with electricity services; where 
the area of the household is fully serviced by the appropriate 
infrastructure for the rendering of the service. Yet; the household 
address, by choice of the owner, is not connected service supply 
system (infrastructure) of the service. The household address shall be 
liable for the availability tariff even though there is no consumption on 
the address premises. 

g) Auxiliary or Sundry Tariff: This tariff is applicable to all services and 
facilities where and when the cost cannot be determined accurately or 
where the tariff is intended only as control measure rather than cost 
recovery. It is applicable to all uses which are not covered under any of 
the foregoing tariff types. 

h) Regulating Tariff: This tariff is only for regulatory nature. It may 
recover either the full or portion of the cost associated with rendering 
of the service. 

i) Punitive Tariff: This tariff is applicable to instances of the imposition of 
penalty charges for particular acts or defaults or in instances where the 
charge is intended to discourage a particular behaviour or excessive 
consumption of a service. Some of the instances are created in terms 
of other duly approved policies and bylaws of the municipality; whilst 
other instances may be created by a resolution of the Council. 


11. MINOR TARIFFS 

a) All minor tariffs shall be approved by the Council in each annual budget, 
and shall, when deemed appropriate by the Council, be subsidized by 
property rates and general revenues, particularly when the tariffs will prove 
uneconomical when charged to cover the cost of the service concerned, or 
when the cost cannot accurately be determined, or when the tariff is 
designed purely to regulate rather than finance the use of the particular 
service or amenity. 

b) The following services shall be considered as community services, and no 
tariffs shall be levied for their use: 

(i) Disposal of garden refuse at the Municipal tip site 

(ii) Municipal reference library 
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c) The following services shall be considered as economic services, and the 
tariffs levied shall cover 100% or as near as possible to 100% of the 
budgeted annual operating expenses of the service concerned: 

(i) Maintenance of graves and garden of remembrance (cremations) 

(ii) Rentals for the use of Municipal halls and other premises 

(iii) Building plan fees 

tiv) Development Applications (Town Planning ) Fees 

(v) Photostat copies and fees 

(vi) Clearance certificates 

d) The following charges and tarifFs shall be considered as regulatory or 
punitive and shall be determined as appropriate in each annual budget: 

(i) Municipal Swimming pool 

(ii) Municipal museum and art gallery 

(iii) Fines for lost or overdue library books 

(iv) Advertising sign fees 

(v) Pound fees 

(vi) Penalty and other charges imposed in terms of the approved policy 
on credit control and debt collection 

(vii) Penalty charges for the submission of dishonoured, stale , post¬ 
dated or otherwise unacceptable cheques 

e) Market related rentals shall be levied for the lease of Municipal properties 


12. ACCESS TO BASIC SERVICES 

a) Tariffs should seek to ensure that a minimum level of service is affordable 
for all households, ensuring all households (formal and informal) have 
access to basic services. 

b) The Municipality shall consider relief in respect of a Tariff, for the Indigent 
to the extent that the Municipal Council deems such relief affordable in 
terms of each annual budget 


13. REVIEW OF TARIFFS 

All Tariffs shall be reviewed annually 
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14. SPECIAL TARIFFS 



a) Special tariffs may be imposed, subject to approval by Municipal Council: 

(i) In terms of an agreement entered into between the Municipality and 
any person or service provider, in line with applicable legislation. 
Such agreement must be approved by the Municipal Council or 

(ii) In terms of a service level agreement entered into between the 
176(b) of the ACT 

(iii) Special Tariffs are generally competitive, determined by the volumes 
and income generated. 

15. UNIT OF MEASUREMENT 

The following units of measurement will, where possible, be used to determine 
tariffs: 

a) Electricity 

(i) Maximum demand plus fixed costs plus KWH consumed. 

(ii) Fixed costs plus kWh consumed. 

(iii) kWh consumed (kWh - Kilowatt hour) 

(iv) Kva (KVA- Kilovolt ampere) 


b) Refuse removal 

(i) The categories of refuse removal users as set out below shall be 
charged at the applicable tariffs, as approved by the Council in each 
annual budget. 

(ii) Tariff adjustments shall be effective from 1 July each year. 

(iii) A separate fixed monthly refuse removal charge shall apply to each of 
the following categories of users, based on the costs of the service 
concerned: 

(1) Domestic and other users 

(2) Business and other users 

(3) Business and other (bulk consumers) 

(iv) Registered indigents may receive such discount on this charge as the 
Council deems affordable when approving each annual budget. 
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16. POLICY ADOPTION 


This Policy is adopted and approved by the full Council of Alfred Duma Local 
Municipality for implementation as follows: 

Resolution Number:_ 

Approval Date:_ 


17. EFFECTIVE DATE 

This Policy shall become effective as from the following Date: 
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(4.8) Interment of ashes in memorial wall: 
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0. PUBLIC SWIMMING BATHS AND PARKS 



(II) Full-time scholars and chidren under 16 years R230.00 R 240.00 

R 120,00 R 125.00 
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(b) Scholars and children under 16 yrs 




(a) Wedding; per hour (until 12:00] 



(a) fat each p,10m2 or portion thereof for paper prhte R ,81 with a mfnrtium of R4.70 
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B. CATEGORY 2 ^PLICATIONS 




3 B 

u> “ 


8 8 S S 

ills 

tv n n n 

it CC K tC 


n ro g to n 

i i s i i 


S? S 


£ 5 


s s » 

« e (v 

o o 5 


*55 

2 

s 


li 

e o 
■ 

ii 


g £ 

— ■ 

c ^ 

U 

i| 

li 


i 

£ 

l 


II 

|l 


I 1 1 


I i I 
I t I 

i i i 


1 i 

i i 


:! | 


S © g £ £ 


1 

m - M 

■= 5 - 


i i 
! f 

« i 


“ 8 
i i 
1 1 
I | 

c 2 

I i 

3 s 


E 

-- w 

5 _g .E 

ill 

1 I 1 

2 2 ■& 


||ll 

3 e e £ 

O “• D- O 

in 

m 

in k IE is 
o e g n 


.8 


I a * 

? *! 
o ja -3 


11 


8 

O 

£L 


£ 

£■ 

I 

§ 

E 

I 

■5 

1' 

8 


if 1 

HI 

m: 

If! 


I 


3 

2 

& 

Q 

£ 

£ 

£ 


£ s 

1 

j I 


8 -£ 

1 I 
» 8 
s S 

i | 

I 1 

! i 


S 5! S S 


& fc 


Page 9 of 33 





3 3 


I I 


So g 

o p ^ 

geg 

■* « z, 

^ e IT 


f"; «1 IQ 

& 3 3 


S 8 

CN n 

3 3 


« p D 

i^r h cm 

□ o tsi 

s » j 




* 

£ 

& 



11 


* 

I 

I 


* 

£ 

£ 

I 


5 ^ 

< s 

f I 


g 

5 

E 

s 


i 

ir S 
K. E 
I ? 
if! 

I ! I 
I r 1 
Iff 
l i 1 

i i 

£ -fl 

s I 

.s fj 

£ I 


^ ^ US m £ 


£ Si 
iTT 

LU « c 

° PS 
o n: -S 


| >| | 

a sf I 

. an “ 


n 


s 

e 

II 

I ^ 

% -a 

£ | 

s> 2 


2 e 

IS 

Ml 

1 § 


<<i 


. if 

I - i 

; s i 

» d (D A 

j | * 

q -3 £ 

2 ** 


Pag© 10 of 33 




M 

N 








p m ifl 
S- « B) 

of te ee. 



or tt or 



Ofi DT Qfi 


S S3 

Of Of 


geo 
e o o 

ill 

a a o; 



S3 

'B 


£ & 3 



§s? 


ffl r? ; 

fti S i 
S * ’ 


3S£ 

*g'f 


*® a '- 
nr ££ 


N N i* 

n ts| 

eg ° 

B tt ® 
or nr nr 


533 

fe S ° 


53$ 

fese 

m 4- ea 

a □; oc 


£3 5S3 

|g feg° 

^ ® W T (D 

* or nr or □; 



ir a: a 



3 

a 

s 

or 


ai 

09 

S. 


I 

I 

£ 


2 





£ 



£ 

g 

J 



"g 

B 

£ 



£ 


.1 

■fif 

If! 
i h 

Iff 

|is 

Cl? 


I 

E 

a 

1 

e 



5 



I * 

« ^ 








(2) Monthly fbr properties, where Oouncl has adtfsed the owner to improve the physical appearance of the structure or buldfng R 2 971.61 
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SCHEDULE B: 




(0 Testing of each shgle-phase meter 

(II) Testing of each three-phase meter R 1 518.28 R 1 603.29 

(III) Testing of any other type of energy meter R 2 024.35 R 2137.72 

R 88*56.54 R 9 352.51 



201&2019 2019-2020 
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(4) Submission fees fertile approval of Swimmlig Pool 




(d) Approvil In Principle (noi>refundabte) 

<e) Attorat on& - 1/2% of estimated cost (0.005 x estwnated cost) - mhlmum charge 
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traHera wth a nomtal capacity not greater than 0,5 tonne and desposfed In the garden refuse containers, C ° flC8M|on Existing Concession 




(a) Should tf 0 hall be required to circumstances when cleaning by Council is frnpossfcle, hrere to dean hall 
prior ai d after usa to the satisfaction of the Caretoker, faDhg which rehwKfable depost will be wKhhald. 

(7) Coimcll may date mine by resolution any hire amount that should be paid as a refundable deposit 
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Zft 

Council resolves that property rates reflected below and any other municipal 

tax reflected in Annexure 1 Tariff Policy' and Annexure 3 ‘Municipal Property Rates Policy’ are imposed 
for the budget year 2019/2020. 


Category 
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ALFRED DUMA LOCAL 
MUNICIPALITY 
KZN 238 



Local Municipality 


Budget Policy 



DEFINITIONS 


"Accounting Officer"- 

(a) means the municipal official referred to in Section 60 of the Municipal Finance 
Management Act No. 56 of 2003, and includes a person acting as the Accountinq 
Officer; a 

“Allocation", means- 

(a) a municipality's share of the local government's equitable share referred to in 
section 214(1) (a) of the Constitution; 

(b) an allocation of money to a municipality in terms of section 214(1) (c) of the 
Constitution; 

(c) an allocation of money to a municipality in terms of a provincial budget; or 

(d) any other allocation of money to a municipality by an organ of state, including by 
another municipality, otherwise than in compliance with a commercial or other 
business transaction; 

"Annual Division of Revenue Act" means the Act of Parliament, which must be 
enacted annually in terms of section 214 (1) of the Constitution; 

"Approvedbudget,” means an annual budget- 
fa) approved by a municipal council, or 

(b) includes such an annual budget as revised by an adjustments budget in terms of 
section 28 of the MFMA; 

“Basic Municipal Service" means a municipal service that is necessary to ensure 
an acceptable and reasonable quality of life and which, if not provided, would 
endanger public health or safety or the environment; 

"Budget-re/afed Policy" means a policy of a municipality affecting or affected by 
the annual 

budget of the municipality, including- 

(a) the tariffs policy, which the municipality must adopt in terms of section 74 of the 

Municipal Systems Act; _ 

(b) the rates policy which the municipality must adopt in terms of legislation 
regulating municipal property rates; or 

(c) the credit control and debt collection policy, which the municipality must adopt in 
terms of section 96 of the Municipal Systems Act; 

"Budget Year" means the financial year of the municipality for which an annual 
budget is to be approved in terms of section 16(1) of the MFMA; 

“chief financial officer” means a person designated in terms of section 80(2) (a) of 
the 

MFMA; 

"councillor” means a member of a municipal council; 

"creditor”, means a person/entity to whom money is owed by the municipality; 

"current year" means the financial year, which has already commenced, but not yet 
ended; 

"delegation", in relation to a duty, includes an instruction or request to perform or to 
assist in 

performing the duty; 

"financial recovery plan" means a plan prepared in terms of section 141 of the 
MFMA 

"financial statements", means statements 
consisting of at least- 



(a) a statement of financial position; 

(b) a statement of financial performance; 

(c) a cash-flow statement; 

(d) any other statements that may be prescribed; and 

(e) any notes to these statements; 

"financial year" means a twelve-month period commencing on 1 July and ending on 
30 June each year 

"financing agreement" includes any loan agreement, lease, and instalment 
purchase 

contract or hire purchase arrangement under which a municipality undertakes to 
repay a long-term debt over a period of time; 

"fruitless and wasteful expenditure" means expenditure that was made in vain 
and would have been avoided had reasonable care been exercised; 

"irregular expenditure", means- 

(a) expenditure incurred by a municipality or municipal entity in contravention of, or 
that is not in accordance with, a requirement of the MFMA Act, and which has not 
been condoned in terms of section 170 of the MFMA; 

(b) expenditure incurred by a municipality or municipal entity in contravention of, or 
that is not in accordance with, a requirement of the Municipal Systems Act, and 
which has not been condoned in terms of that Act; 

(c) expenditure incurred by a municipality in contravention of, or that is not in 
accordance with, a requirement of the Public Office-Bearers Act, 1998 (Act No. 20 of 
1998); or 

(d) expenditure incurred by a municipality or municipal entity in contravention of, or 
that is not in accordance with, a requirement of the supply chain management policy 
of the municipality or entity or any of the municipality's by-laws giving effect to such 
policy, and which has not been condoned in terms of such policy or by-law, but 
excludes expenditure by a municipality which falls within the definition of 
"unauthorised expenditure"; 

"investment", in relation to funds of a municipality, means- 

(a) the placing on deposit of funds of a municipality with a financial institution; or 

(b) the acquisition of assets with funds of a municipality not immediately required, 
with the primary aim of preserving those funds; 

"lender", means a person/financial institution who provides debt finance to a 
municipality; 

"local community" has the meaning assigned to it in section 1 of the Municipal 
Systems Act; 

"Municipal Structures Act" means the Local Government: Municipal Structures 
Act, 1998 

(Act No. 117 of 1998); 

"Municipal Systems Act" means the Local Government: Municipal Systems Act, 
2000 

(Act No. 32 of 2000); 

“long-term debt" means debt repayable over a period exceeding one year; 
"executive mayor" means the councillor elected as the executive mayor of the 
municipality in terms of section 55 of the Municipal Structures Act; 

"municipal council" or "council" means the council of a municipality referred to in 
section 18 of the Municipal Structures Act; 



"municipal debt instrument" means any note, bond, debenture or other evidence 
of indebtedness issued by a municipality, including dematerialised or electronic 
evidence of indebtedness intended to be used in trade; 

"municipal entity" has the meaning assigned to it in section 1 of the Municipal 
Systems Act (refer to the MSA for definition); 

"municipality"- 

(a) when referred to as a corporate body, means a municipality as described in 
section 2 of the Municipal Systems Act; or 

*(b) when referred to as a geographic area, means a municipal area determined in 
terms of the Local Government: Municipal Demarcation Act, 1998 (Act No. 27 of 
1998); 

"municipal service" has the meaning assigned to it in section 1 of the Municipal 
Systems Act (refer to the MSA for definition); 

"municipal tariff" means a tariff for services which a municipality may set for the 
provision of a service to the local community, and includes a surcharge on such 
tariff; 

"municipal tax" means property rates or other taxes, levies or duties that a 
municipality may impose; 

"National Treasury” means the National Treasury established by section 5 of the 
Public Finance Management Act; 

"official", means- 

(a) an employee of a municipality or municipal entity; 

(b) a person seconded to a municipality or municipal entity to work as a member of 
the staff of the municipality or municipal entity; or 

(c) a person contracted by a municipality or municipal entity to work as a member of 
the staff of the municipality or municipal entity otherwise than as an employee; 
"overs pending”- 

(a) means causing the operational or capital expenditure incurred by the municipality 
during a financial year to exceed the total amount appropriated in that year's budget 
for its operational or capitaj expenditure, as the case may be; 

(b) in relation to a vote/function, means causing expenditure under the vote/function 
to exceed the amount appropriated for that vote/function; or 

(c) in relation to expenditure under section 26 of the MFMA, means causing 
expenditure under that section to exceed the limits allowed in subsection (5) of this 
section; 

"past financial year" means the financial year preceding the current year; 

"quarter" means any of the following periods in a financial year: 

(a) 1 July to 30 September; 

(b) 1 October to 31 December; 

(c) 1 January to 31 March; or 

(d) 1 April to 30 June; 

"service delivery and budget implementation plan" means a detailed plan 
approved by the executive mayor of a municipality in terms of section 53(l)(c)(ii) of 
the MFMA for implementing the municipality's delivery of municipal services and its 
annual budget, and which must indicate- 

(a) projections for each month of- 

(i) revenue to be collected, by source; and 

(ii) operational and capital expenditure, by vote/function; 

(b) service delivery targets and performance indicators for each quarter; and 



(c) any other matters that may be prescribed, and includes any revisions of such 
plan by the executive mayor in terms of section 54(1) (c) of the MFMA; 

"Short-term debt” means debt repayable over a period not exceeding one year; 
standards of generally recognised accounting practice,” means an accounting 
practice 

complying with standards applicable to municipalities or municipal entities as 
determined by the Accounting Standards Board 

unauthorised expenditure", means any expenditure incurred by a municipality 
otherwise than in accordance with section 15 or 11(3) of the MFMA, and includes- 

(a) overspending of the total amount appropriated in the municipality's approved 
budget; 

(b) overspending of the total amount appropriated for a vote/function in the approved 
budget; 

(c) expenditure from a vote/function unrelated to the department or functional area 
covered by the vote; 

(d) expenditure of money appropriated for a specific purpose, otherwise than for that 
specific purpose; 

(e) spending of an allocation referred to in paragraph (b), (c) or (d) of the definition of 
"allocation" otherwise than in accordance with any conditions of the allocation; or 

(f) a grant by the municipality otherwise than in accordance with the MFMA; 
"virement" means transfer of funds between functions / votes 

"vote"/ “function” means- 

(a) one of the main segments into which a budget of a municipality is divided for the 
appropriation of money for the different departments or functional areas of the 
municipality; and 

(b) which specifies the total amount that is appropriated for the purposes of the 
department or functional area concerned. 



1. INTRODUCTION 

The Budget process of the Municipality is regulated by Chapter 4 of the Municipal 
Finance Management Act, No. 56 of 2003 (MFMA). 

In terms of the Municipal Finance Management Act, No. 56 of 2003, Chapter 4 on 
Municipal Budgets, Subsection (16), states that the council of a municipality must for 
each financial yeaf approve an annual budget for the municipality before the start of 
that financial year. According to subsection (2) of the Act concerned, in order to comply 
with subsection (1), the mayor of the municipality must table the annual budget at a 
council meeting at least 90 days before the start of the budget year. 

This policy must be read, analysed, explained, interpreted, implemented and 
understood against this legislative background. The budget plays a critical role in an 
attempt to realise diverse community needs. Central to this, the formulation of a 
municipality budget must take into account the government’s macro-economic and 
fiscal policy fundamentals. In brief, the conceptualisation and the operationalisation of 
the budget must be located within the national government’s policy framework. 


2. OBJECTIVE 

The objective of the budget policy is to set out: 

> The principles which the municipality will follow in preparing each medium term 
revenue and expenditure framework budget, 

> The responsibilities of Council, the mayor, the accounting officer, the chief financial 
officer and other senior managers in compiling the budget 

> To establish and maintain procedures to ensure adherence to the I DP review and 
budget processes. 

3. BUDGETING PRINCIPLES 

(a) The municipality shall not budget for a deficit except to the extent that the deficit 
arises as a result of depreciation that the municipality cannot afford to fully fund. 

(b) The municipality should also ensure that revenue projections in the budget are 
realistic taking into account actual collection levels in conjunction with historic trends. 

(c) Expenses may only be incurred in terms of the approved annual budget (or 
adjustments budget) and within the limits of the amounts appropriated for each 
vote/function in the approved budget. 

(d) The Municipality shall prepare a three-year budget (medium term revenue and 
expenditure framework (MTREF) which will be reviewed annually and approved by 
Council. 

(e) The MTREF budget must at all times be within the framework of the Municipal 
Integrated Development Plan. 



4. BUDGET PREPARATION PROCESS 


4.1. Formulation of the budget 

(a) The Accounting Officer with the assistance of the Chief Financial Officer and the 
Heads responsible for I DP and Performance Management shall draft the Schedule of 
key deadlines for the budget and allied processes for the municipality and its municipal 
entities for the ensuing financial year. 

(b) The schedule of key deadlines shall indicate the processes relative to the review 
of the IDP as well as the preparation of the medium term revenue and expenditure 
framework budget and the revision of the annual budget. Such target dates shall follow 
the prescriptions of the Municipal Finance Management Act as well as the guidelines 
set by National Treasury. 

(c) The mayor shall table the IDP process plan as well as the budget timetable to 
Council by 31 August each year for approval (10 months before the start of the next 
budget year). 

(d) IDP Strategic workshop shall be convened in October/November with senior 
managers in order to determine the IDP priorities which will form the basis for the 
preparation of the MTREF budget taking into account the financial and political 
pressures facing the municipality. 

(e) The Mayor shall table the draft IDP and MTREF budget to council by 31 March (90 
days before the start of the new budget year) together with the draft resolutions and 
budget related policies (policies on tariff setting, credit control, debt collection, 
indigents, investment and cash management, funding and reserves, etc). 


(f) The Chief Financial Officer and senior managers of all departments undertake the 
technical preparation of the budget together with the Budget Office. 

(g) The budget must be in the format prescribed by National Treasury, and must be 
divided into a capital and operational budget. The budget must be prepared on the 
MSCOA format. 

(h) The budget must reflect the realistically expected revenues by major source for the 
budget year concerned. 

(i) The budget must also contain the information related to the two financial years 
following the financial year to which the budget relates, as well as the actual revenues 
and expenses for the prior year, and the estimated revenues and expenses for the 
current year. 

4.2. Public participation process 

Immediately after the draft annual budget has been tabled, the municipality must 
convene public participation meetings on the draft budget in April and invite the public 
and stakeholder organisations, to make representations and to submit comments in 



response to the draft budget within stipulated timeframes as indicated by the 
municipality at these meetings and in notices published in local newspapers. 
Invitations to the public and stakeholder organisations will be made via advertisements 
in any of the local newspapers. 

4.3. Approval of the budget 

(a) Per legislation, Council shall consider the next medium term expenditure 
framework budget for approval not later than 31 May (at least 30 days before the start 
of the budget year). 

(b) The annual budget must be approved before the start of the financial year. 

(c) Should the municipality fail to approve the budget before the start of the budget 
year, the mayor must inform the MEC for Finance that the budget has not been 
approved. 

(d) The budget tabled at Council for approval shall include, inter alia the following draft 
resolutions: 

i. draft resolutions approving the budget and levying property rates, other taxes and 
tariffs for the financial year concerned; 

ii. draft resolutions approving measurable performance objectives for each budget 
vote, taking into account the municipality’s IDP; 

iii draft resolutions approving any proposed amendments to the IDP; 

iv. draft resolutions approving any proposed amendments to the budget-related 
policies; 

v. draft resolutions approving the contents of the annual budget and supporting 
documents in terms of Section 17 of the MFMA 


4.4. Publication and submission of the budget 

4.4.1 Draft Annual Budget 

(a) 1mmediately after the draft annual budget is tabled the Accounting Officer (AO) 
must make public the draft annual budget and its supporting documents and invite the 
local community to submit representations in respect of the draft annual budget. 

(b) Therefore the Manager Budget on behalf of the AO must place the budget and 
other budget related documentation onto the municipal website so that it is accessible 
to the public as well as submit both the printed and electronic formats to the National 
Treasury, the Provincial Treasury and any other prescribed Organs of State affected 
by the Budget. 

(c) The draft budget together with other budget related documentation including the 
Council Resolution approving the draft budget must be placed on the municipal 
website and submitted in electronic formation to Provincial and National Treasury on 
the next working day after the budget was tabled in Council. The hard copies must be 
submitted to National and Provincial Treasury within the timeframes as stipulated in 
the MFMA Budget Circular released by National Treasury for that particular year. 

4.4.2 Approved Annual Budget 

(a) Within ten working days after the municipal council has approved the annual 
budget of a municipality, the municipal manager must in accordance with section 21A 



of the Municipal Systems Act make public the approved annual budget and supporting 
documentation and the resolutions referred to in section 24 (2) (c) of the Municipal 
Finance Management Act No 56 of 2003; M 


(b) Within ten working days after the municipal Council has approved the annual 
budget, the municipal manager must submit to the National Treasury and the relevant 
provincial treasury, in both printed and electronic form— 

> the supporting documentation within ten working days after the municipal council 
has approved the annual budget; 

> the approved service delivery and budget implementation plan within ten workinq 
days after the mayor has approved the plan; and 

> any other information as may be required by the National Treasury. 


4.5. Service Delivery and Budget Implementation Plan (SDBIP) 

(a) The Mayor must approve the Service Delivery and Budget Implementation Plan 
not later than 28 days after the approval of the Budget by Council. 


(b) The SDBIP shall include the following components: 

i. Monthly projections of revenue to be collected for each source 

!!: Monthly projections of expenditure (operating and capital) and revenue for each vote 

m. Quarterly projections of service delivery targets and performance indicators for each 
vote 

iv. Ward information for expenditure and service delivery 

v. Detailed capital works plan broken down by ward over three years 

5. CAPITAL BUDGET 

(a) The capital budget shall distinguish between rehabilitated, replacements and new 
infrastructure. 


(b) A municipality may spend money on a capital project only if the money for the 
project has been appropriated in the capital budget. 

(c) The envisaged sources of funding for the capital budget must be properly 
considered and the Council must be satisfied that this funding is available and has not 
been committed for other purposes. 

(d) Before approving a capital project, the Council must consider: 

i. the projected cost of the project over all the ensuing financial years until the project 

becomes operational, 1 

ii. future operational costs and any revenues, which may arise in respect of such 

project, including the likely future impact on operating budget (i.e. on property rates 
and service tariffs). K y 

Hi. the impact on the present and future operating budgets of the municipality in relation 
to finance charges to be incurred on external loans, 

iv. Impact on depreciation of fixed assets, 

v. Impact maintenance of fixed assets, and 

iv. any other ordinary operational expenses associated with any item on such capital 



(e) Council shall approve the annual or adjustment capital budget only if it has been 
properly balanced and fully funded. 

(f) The capital expenditure shall be funded from the following sources: 

Revenue or Surplus 

(a) If any project is to be financed from revenue this financing must be included in the 
cash budget to raise sufficient cash for the expenditure. 

(b) If the project is to be financed from surplus there must be sufficient cash available 
at the time of execution of the project. 

External loans 

(a) External loans can be raised only if it is linked to the financing of an asset 

(b) A capital project to be financed from an external loan can only be included in the 

budget if the loan has been secured or if it can be reasonably assumed as beina 
secured w 

(c) The loan redemption period should in the main not exceed the estimated life 
expectancy of the asset 

(d) Interest payable on external loans shall be included as a cost in the revenue budget 

(e) Finance charges relating to such loans shall be charged to or apportioned only 
between the departments or votes/function to which the projects relate. 

(f) The provisions of Section 46 of the Municipal Finance Management Act No 56 of 
2003 must also be complied with. 


Grant Funding 

(a) Non capital expenditure funded from grants must be budgeted for as Dart of the 
revenue budget; 

(b) Interest earned on investments of Conditional Grant Funding shall be capitalised 
if the conditions state that interest should accumulate in the fund. If there is no 

condition stated, the interest can then be allocated directly to the revenue 
accounts. 

6. OPERATING BUDGET 

(a) When considering the draft annual budget, council shall consider the impact, 
which the proposed increases in rates and service tariffs will have on the monthly 
municipal accounts of households. 

(b) The impact of such increases shall be assessed on the basis of a fair sample of 
randomly selected accounts. 



(c) The operating budget shall reflect the impact of the capital component on: 
depreciation charges 
repairs and maintenance expenses 
interest payable on external borrowings 
other operating expenses. 


7. FUNDING OF CAPITAL AND OPERATING BUDGET 

(a) The budget may be financed only from: 

i. realistically expected revenues, based on current and previous collection levels; 

ii. cash-backed funds available from previous surpluses where such funds are not 
required for other purposes; and 

iii. borrowed funds in respect of the capital budget only. 

8. UNSPENT FUNDS / ROLLOVER OF BUDGET 

(a) The appropriation of funds in an annual or adjustments budget will lapse to the 
extent that they are unspent by the end of the relevant budget year, but except for 
funds relating to capital expenditure. 

(b) Only unspent grants (if the conditions for such grant funding allows that) or loan 
funded capital budget may be rolled over to the next budgeted year 

(c) Conditions of the grant fund shall be taken into account in applying for such 
rollover of funds 

(d) Application for rollover of funds shall be submitted to National Treasury by 
30 August and if approved it will be included in the adjustments budget. 

(0 No unspent operating budget shall be rolled over to the next budget year 


9. VIREMENTS BUDGET/ BUDGET TRANSFERS 

The virements budget is covered in detail in a separate policy. The virement policy 
applies to transfers between line items within functions/sub-functions. Virements can 
only take place within a function or sub-function and the same source of funding. 


10. ADJUSTMENT BUDGET 

(a) The chief financial officer shall ensure that the adjustments budgets comply with 
the requirements of the National Treasury, reflect the budget priorities and are aligned 
with the IDP, and comply with all budget-related policies, and shall make 
recommendations regarding the revision of the IDP, SDBIP and the budget-related 
policies that may arise out of these adjustments to the budget. 

(b) Council may revise its annual budget by means of an adjustments budget as 
prescribed by legislation in terms of section 28 of the MFMA and regulation 23 of The 
Municipal Budget and Reporting regulations, which provides inter alia for the following: 



(i) An adjustment budget may be tabled in the Municipal Council at any time after the 
Mid-year Budget and Performance Assessment has been tabled in the Council, but 
not later than 28 February of the current year. 

(ii) Only one adjustment Budget referred to above may be tabled in the Municipal 
Council during a financial year, except: 

• when additional revenues are allocated to a municipality in a national or provincial 
adjustment budget or via institutional grants 

• to authorise unforeseen and unavoidable expenditure 

• to authorise roll-overs from the previous financial year 

(c) An adjustments budget must contain all of the following: 

i. an explanation of how the adjustments affect the approved annual budget; 

ii. appropriate motivations for material adjustments; and 

iii. an explanation of the impact of any increased spending on the current and future 
annual budgets. 

(d) Any unappropriated surplus from previous financial years, if fully cash backed, may 
be used to balance any adjustments budget. 

(e) Municipal taxes and tariffs may not be increased during a financial year except if 
required in terms of a financial recovery plan. 

(f) Unauthorised expenses may be authorised in an adjustments budget. 

(g) In regard to unforeseen and unavoidable expenditure, the following apply: 

i. The Mayor may authorise such expenses in an emergency or other exceptional 
circumstances; 

ii. Any such expenditure-: 

> Must be in accordance with any framework that may be prescribed; 

> May not exceed R15 million; 

> Must be reported by the Mayor to the Municipal Council jat its next meeting; 

> And must be appropriated in an adjustments budget which must be passed 
within 60 days of such expenditure being incurred. 


11. BUDGET IMPLEMENTATION 


11.1 Monitoring 

(a) The accounting officer with the assistance of the chief financial officer and other 
senior managers are responsible for the implementation of the budget, and must take 
reasonable steps to ensure that: 

- funds are spent in accordance with the budget; 

- expenses are reduced if expected revenues are less than projected; and 

- revenues and expenses are properly monitored. 

b) The Accounting officer with the assistance of the chief financial officer must prepare 
an adjustments budget when such budget is necessary and submit it to the Mayor for 
consideration and tabling to Council. 




c) The Accounting officer must report in writing to the Council any impending shortfalls 
in the annual revenue budget, as well as any impending overspending, together with 
the steps taken to prevent or rectify these problems. 

11.2 Reporting 

11.2.1 Monthly budget statements 

a) The accounting officer with the assistance of the chief financial officer must, not 
later than ten working days after the end of each calendar month, submit to the Mayor 
and Provinciahand National Treasury a report in the prescribed format on the state of 
the municipality’s budget for such calendar month, as well as on the state of the budget 
cumulatively for the financial year to date. 

This report must reflect the following: 

i) actual revenues per source, compared with budgeted revenues; 

ii) actual expenses per vote, compared with budgeted expenses; 

iii) actual capital expenditure per vote, compared with budgeted expenses; 

iv) actual borrowings, compared with the borrowings envisaged to fund the capital 
budget; 

v) the amount of grant - allocations received, compared with the budgeted amount; 

vi) actual expenses against allocations, but excluding expenses in respect of the 
equitable share; 

vii) explanations of any material variances between the actual revenues and expenses 
as indicated above and the projected revenues by source and expenses by vote as 
set out in the service delivery and budget implementation plan; 

viii) the remedial or corrective steps to be taken to ensure that the relevant projections 
remain within the approved or revised budget; and 

ix) projections of the revenues and expenses for the remainder of the financial year, 
together with an indication of how and where the original projections have been 

revised. . 

b) The report to the National and provincial Treasuries must be both in electronic 

format and in a signed printed formats. 

11.2.2 Quarterly Reports 

a) The Mayor must submit to Council within thirty days of the end of each quarter a 
report on the implementation of the budget and the financial state of affairs of the 
municipality. 

11.2.3 Mid-year budget and performance assessment 

a) The Accounting officer must assess the budgetary performance of the municipality 
for the first half of the financial year, taking into account all the monthly budget reports 
for the first six months, the service delivery performance of the municipality as against 
the service delivery targets and performance indicators which were set in the service 
delivery and budget implementation plan. 

b) The Accounting officer must then submit a report on such assessment to the Mayor 
(Exco) by 25 January each year and to Council, Provincial Treasury and National 
Treasury by 31 January each year. 

c) The Accounting officer may in such report make recommendations after considering 
the recommendation of the Chief Financial Officer for adjusting the annual budget and 



for revising the projections of revenues and expenses set out in the service delivery 
and budget implementation plan. 

11.2.4 MSCOA PORTAL UPLOADS 

MSCOA monthly actuals must be uploaded on the National Treasury Portal within ten 
working days of the start of the month. Quarterly uploads of actuals, investments and 
borrowings must be done within 30 days of the end of the quarter. 

12. PUBLICATION OF DOCUMENTS 

The respective Heads must place on the municipality’s official website the following: 
the annual and adjustments budgets and all budget-related documents; 
all budget-related policies; 

■ the integrated development plan 

■ the annual report; 

■ all performance agreements; 

■ all service delivery agreements; 

■ all long-term borrowing contracts; 

■ all quarterly and mid-year reports submitted the Council on the implementation of the 
budget and the financial state of affairs of the municipality. 
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1 . 


Definitions 


1 . “Accounting officer” means the Municipal Manager of Alfred Duma local 
Municipality. 

2. Executive Director Finance (CFO)” means a person designated in terms 
of the MFMA who performs such budgeting, and other duties as may in 
terms of section 79 of the MFMA be delegated by the accounting officer to 
the Executive Director Finance (CFO). 

3. Capital budget” this is the estimated amount for capital items in a given 
fiscal period. Capital items are fixed assets such as facilities and equipment, 
the cost of which is normally written off over a number of fiscal periods. 


4. “Council” means the council of Alfred Duma Local Municipality. 

5. “Financial year” means a 12-month year ending 30 June. 


6. “Line item” an appropriation that is itemised on a separate line in a budget 
adopted with the idea of greater control over expenditure. 

7. “Operating budget” The Municipality’s financial plan, which outlines 
proposed expenditures for the coming financial year and estimates the 
revenues used to finance them. 

8. “Service delivery and budget implementation plan” means a detailed 
plan approved by the mayor of a municipality in terms of section 53(1) (c) 
(ii) for implementing the municipality’s delivery of municipal services and its 
annual budget. 

9. “Virement” is the process of transferring an approved budget allocation 
from one operating line item or capital project to another, with the approval 
of the relevant manager to enable budget managers to amend budgets in 
the light of experience or to reflect anticipated changes. 

10. “Function”/ “Vote” means one of the main segments into which a budget 
of a municipality is divided for the appropriation of funds for the different 
departments or functional areas of the municipality, and which specifies the 
total amount that is appropriated for the purposes of the department or 
functional area concerned. 


2. Background and Purpose 

2.1 Virement is the process of transferring approved funds from one line item 
of the budget to another, essentially a means of utilising funds set aside for 
one purpose within a budget for expenditure of a different purpose. 
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2.2 Virement is to be used to encourage a flexible approach to utilising 
allocated funds, which enables managers to take advantage of opportunities 
that arise within the current financial year and give managers the motivation 

to reduce costs, control budgets and provide an efficient and effective 
service. 


2.3 Each year, the Municipality creates an annual budget which must be 
approved by Council. Jt is intended that the budget will be set for the duration 
Of the financial yean However, circumstances and priorities may change 
resulting in over-budgeted and under-budgeted expenditure which will 
require movement between line items. 


3. Application of the Policy 

3.1 This policy applies to transfers between line items within functions/sub- 

functions. Virements can only take place within a function or 
within/between sub-functions and the same source of funding. 

3.2 Section 28(2) of the MFMA provides that an adjustments budget may 
authorise the utilisation of projected savings in one vote/function towards 
the spending in another vote/function. MFMA Circular 89 provides that the 
creation of new projects or savings across functions can only take place 
through an adjustments budget. 

3.3” Vote/”Function ” means - 

(a) one of the main segments into which a budget of a municipality is 
divided for the appropriation of money for the different departments or 
functional are as of the municipality; and 

(b) which specifies the total amount is appropriated for the purposes of the 
department or functional areas concerned. 

3.5 With the implementation of MSCOA, virements will also be permitted 
within a project between each of the segments, provided funds are moved 
across the same segment type e.g from an item segment to another item 
segment within the project, or from one region segment to another region 
segment within the project etc. 

3.6 Virements between MSCOA Projects will be permitted provided it 
complies with all other provisions of this policy. Virements from the repairs 
and maintenance project in the project segment will not be permitted. 

3.7 Virements to correct MSCOA classifications or to further split budgets for 
MSCOA purposes will be permitted through-out the financial year for all 
MSCOA segments. These virements must be prepared by the Budget Office, 
and approved by the Chief Financial Officer (CFO). These virements must 
also be distinguished as an “MSCOA Correction” on the virement form. 


Virement Policy 


29/05/19 


4 



Limitations on the amount of Virement 


4.1 (a) The total amount transferred within functions or sub-functions in any 
financial year may not exceed 20% of the total approved operating 
expenditure budget for that main function. 


(b) The total amount transferred from and to line items in the entire budget in 
any financial year may not exceed 10% of the total operating budget 
expenditure for that year. y 


(c) The amount of any one transfer of funds between line items may not exceed 
the sum of R 200,000.00. 


i 2 ^ transfer which exceeds, or which would result in the exceeding of any of 
the limits referred to above may be performed if approved by the Accounting 


Virement Permitte d only if Savinas are Projected 

A transfer of funds from one line item to another may only take place if there 
are projected savings from the line item from which the funds are to be 


Further Restrictions on Virement 


6.1 A transfer of funds between line items shall not be permitted if the virement: 

(a) alters the approved outcomes or outputs of an Integrated Development 
Plan; or 

(b) results in any adjustments to the Service Delivery and Budaet 

Implementation Plan; a 

(c) Contravenes any policy of the Municipality. 


62 Tu th " eX ? nt th . at rt ls practical t0 do so « transfers within the first three 
months of the financial year should be avoided unless this is required in terms 
of an MSCOA correction virement in paragraph 3.7 above. 
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6.3 In accordance with Section 30 of the MFMA, no transfer of funds may be 
made from a line item of a budget for a particular year to a line item of a budget 
for a subsequent year. 

6.5 The transfer of funds in any year shall not give rise to expectations of a 
similar transfer occurring in a subsequent year. 

. 6.6_The .transfer..of funds, must in any event not contravene the provisions of 
^ J —paragraph 3 4.6^of the MFMA Circular 51 (Municipal Budget Circular of the 
2010/2011 MTREF) which provides as follows: 

(a) “Virements should not be permitted in relation to the revenue side of the 
budget; 

(b) Virements between votes should be permitted where the proposed shifts in 
funding facilitate sound risk and financial management (eg. The 
management of central insurance funds and insurance claims from 
separate votes); 

(c) Virements from the capital budget to the operating budget should not be 
permitted; 

(d) Virements towards personnel expenditure should not be permitted; 

(e) Virements to or from the following should not be permitted: bulk purchases, 
debt impairment, interest charges, depreciation, grants to individuals, 
revenue foregone, insurance and VAT; 

(f) Virements should not result in adding “new” projects to the Capital Budget; 

(g) Virements of conditional grant funds to purposes outside of that specified in 
the relevant conditional grant framework must not be permitted. 

6.7 As per MFMA Circular 89 virements should not be allowed from the repairs 
and maintenance project in the project segment. 


7. Procedure for Virement 

7.1 Transfers may only be made by the Heads of Department or senior 
delegated officials in the Budget and Treasury Department” 


7.2 The Accounting Officer shall prescribe a form on which all transfers shall 
be made, not limited to the following: 

(a) The name of the department 

(b) Descriptions of the MSCOA segments to be used 

(c) The amount of the transfer 

(d) The saving in the line item from which the transfer is to be made 

(e) The reason for the transfer; and 

7.3 Each transfer shall be submitted by the Head of Department to the 
Executive Director Finance (CFO) 

7.3.1. The Executive Director Finance (CFO) can either: 
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(a) Approve the transfer 

(b) Reject the transfer 

(c) Refer the transfer to the Municipal Manager 


7.4 Virements in respect of conferences and 
shall be approved by the CFO. 


delegations and entertainment 


8. Financial Responsibilities 

Strict budgetary control must be maintained throughout the financial year in 
order to identify potential overspends and / or income under-recovery within 

“n a ioSMFMA) rtmen,S 3,6 identffl6d a ' * he eadieSt 1108811,16 °PP°rtunity. 

The Executive Director Finance (CFO) has a statutory duty to ensure that 
adequate policies and procedures are in place to ensure an effective system of 

2704) C MFMA) r ° ‘ ^ Virement process is one of the se controls. (Section 

k!f r ® s P° ns 'k'lity of each manager of head of a department or activity to 
which funds are allocated, to plan and conduct assigned operations so as not to 
expend more funds than budgeted. In addition, they have the responsibility to 

! de ^ a " d report an V irre 9 u,ar or fruitless and wasteful expenditure in terms of 
the MFMA sections 78 and 102. 


9. Reporting 


The Accounting Officer shall submit a“ report on all transfers made 
Policy to the Mayor every quarter. 


under this 
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LEGAL COMPLIANCE 


The municipality shall at all times manage its banking arrangements and 
investments and conduct its cash management policy in compliance with the 
provisions of and any further prescriptions made by the Minister of Finance in 
terms of the Municipal Finance Management Act No. 56 of 2003. 

The municipality is required to establish an appropriate and effective cash 
management and investment policy that sets out the objectives, policies 

statutory requirements and guidelines for cash management and investment 
of funds. 


A paraphrase of the provisions of this Act is attached as Annexure A to this 
policy. 

OBJECTIVE OF THE CASH MANAGEMENT AND INVESTMENT POLICY 

The council of the municipality is the trustee of the public revenues, which it 
collects, and it therefore has an obligation to the community to ensure that the 
municipality’s cash resources are managed effectively and efficiently. 

The council therefore has a responsibility to invest these public revenues 
knowledgeably and judiciously, and must be able to account fully to the 
community in regard to such investments. 


The cash management and investment policy of the municipality is therefore 
aimed at gaining the optimal return on investments, without incurring undue risks, 
during those periods when cash revenues are not needed for capital or 
operational purposes. The effectiveness of the investment policy is dependent on 
the accuracy of the municipality’s cash management programme, which must 
identify the amounts surplus to the municipality’s needs, as well as the time when 
and period for which such revenues are surplus. The municipality must maintain 
adequate liquidity to meet cash flow requirements. 



3. EFFECTIVE CASH MANAGEMENT 


3.1 Cash Collection 


-All monies due to the municipality must be collected as soon as possible, 
either on or immediately after due date, and banked on a daily basis. 

The respective responsibilities of the Chief Financial Officer and other 
heads of departments in this regard is defined in a code of financial 
practice approved by the Municipal Manager and the Chief Financial 
Officer, and this code of practice is attached as Annexure II to this policy. 

The unremitting support of and commitment to the municipality’s credit 
control policy, both by the council and the municipality's officials, is an 
integral part of proper cash collections, and by approving the present 
policy the council pledges itself to such support and commitment. 

3.2 Payments to Creditors 

The Chief Financial Officer shall ensure that all tenders and quotations 
invited by and contracts entered into by the municipality stipulate payment 
terms favorable to the municipality, that is, payment to fall due not sooner 
than the conclusion of the month following the month in which a particular 

--service is rendered to or goods are received by the municipality. This rule 

shall be departed from only where there are financial incentives for the 
municipality to effect earlier payment, and any such departure shall be 
approved by the Chief Financial Officer before any payment is made. 

In the case of small, micro and medium enterprises, where such a policy 
may cause financial hardship to the contractor, payment may be effected 
at the conclusion of the month during which the service is rendered or 
within fourteen days of the date of such service being rendered, whichever 
is the later. Any such early payment shall be approved by the Chief 
Financial Officer before any payment is made. 

Notwithstanding the foregoing policy directives, the Chief Financial Officer 
shall make full use of any extended terms of payment offered by suppliers 
and not settle any accounts earlier than such extended due date, except if 
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the Chief Financial Officer determines that there are financial incentives for 
the municipality to do so. 


3.3 Management of Inventory 

Each Head of Department and the Stores Manager shall ensure that such 
department’s / municipality’s inventory levels do not exceed normal 
operational requirements in the case of items which are not readily 
available from suppliers, and emergency requirements in the case of items 
which are readily available from suppliers. 

Each Head of Department and the Stores Manager shall periodically 
review the levels of inventory held in his/her department and at the Main 
Stores respectively and shall ensure that any surplus items be made 
available to the Chief Financial Officer for sale at a public auction or by 
other means of disposal, as provided for in the municipality’s supply chain 
management policy. 

3.4 Cash Management Programme 

The Chief Financial Officer shall prepare an annual estimate of the 

-municipality’s cash flows divided into calendar months, and shall update 

this estimate on a daily basis. The estimate shall indicate when and for 
what periods and amounts surplus revenues may be invested, when and 
for what amounts investments will have to be liquidated, and when - if 
applicable - either long-term or short-term debt must be incurred. Heads 
of Department shall in this regard furnish the Chief Financial Officer with 
all such information as is required, timeously and in the format indicated. 

The Chief Financial Officer shall report to the Finance Portfolio Committee 
on a monthly basis and/or to a council meeting when required. Such a 
report shall indicate any movements in respect of the municipality’s 
investments, together with appropriate details of the investments 
concerned. 
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4. INVESTMENT ETHICS 


The Chief Financial Officer shall be responsible for investing the surplus 
revenues of the municipality, and shall manage such investments in consultation 
with the Municipal Manager, and in compliance with any policy directives 
formulated by the council and prescriptions made by the Minister of Finance. 

In making such investments the Chief Financial Officer, shall at all times have 
only the best considerations of the municipality in mind, and, except for the 
outcome of the consultation process with the Municipal Manager, shall not 
accede to any influence by or interference from councillors, investment agents or 
institutions or any other outside parties. 

Neither the Chief Financial Officer nor the Municipal Manager may accept any 
gift, other than an item having such negligible value that it cannot possibly be 
construed as anything other than a token of goodwill by the donor, from any 
investment agent or institution or any party with which the municipality has made 
or may potentially make an investment. 

5. INVESTMENT PRINCIPLES 

5.1 Limiting Exposure 

-Where large sums of money are available for investment the Chief Financial 
Officer shall ensure that they are invested with more than one institution, 
wherever practicable, in order to limit the risk exposure of the municipality. The 
Chief Financial Officer shall further ensure that, as far as it is practically and 
legally possible, the municipality’s investments are so distributed that more than 
one investment category is covered (that is, call, money market and fixed 
deposits). 

5.2 Risk and Return 


Although the objective of the Chief Financial Officer in making investments on 
behalf of the municipality shall always be to obtain the best interest rate on offer, 
this consideration must be tempered by the degree of risk involved in regard to 
both the financial institution and the investment instrument concerned. No 
investment shall be made with an institution where the degree of risk is perceived 
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to be higher than the average risk associated with investment institutions. 
Deposits shall be made only with registered deposit-taking institutions. 

The preservation and safety of investments is the foremost objective of the 
investment program. To attain this objective, diversification is required to ensure 

that the Chief Financial Officer prudently manages market, interest rate and credit 
risk. 


5.3 Registered Financial Institutions 

Investments must only be made in accordance of the regulations as in section 6 
of the Government Gazette Notice No. R308 dated 1 April 2005. The municipality 
must ensure that it places investments only with credit worthy institutions and 
regularly monitors its investment portfolio. 

5.4 Credit Rating for Investments 

Investments, both short-term and long-term, can only be made with institutions 
having a minimum credit rating of A. 

5.5 Liquidity 

The Investment portfolio must remain sufficiently liquid to enable the Municipality 
to meet all operating requirements that may be reasonably anticipated. 

5.6 Return on Investments 

The investments shall be structured to obtain the optimal possible returns, taking 
into account investment risk constraints, cash flow needs and the parameters 
determined for authorised investments. 

5.7 Prudence 


Investment shall be made with care, skill, prudence and diligence. The approach 
must be that of a prudent person acting in a like capacity and familiar with 
investment matters would use in the investment of funds of like character and 
with like aims, to safeguard the principal and maintain the liquidity needs of the 
Municipality. The standard of prudence to be used by the Investment officials 
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shall be the “prudent person” standard and shall be applied in the context of 
managing an overall Investment portfolio. Investment officials are required to : 

i. adhere to written procedures and these guidelines 

ii. exercise due diligence 

iii. prepare all reports timeously 

iv. exercise strict compliance with all legislation 


5.8 Speculation 

Investments may not be undertaken with a view to speculation. 

5.9 Ownership 

All investments must be made in the name of Alfred Duma Local Municipality. 

5.10 Application 

The Municipal Investment Regulations which forms part of the Municipal Finance 
Management Act, No. 56 of 2003 is applicable to all Municipalities and Municipal 
Entities and is effective from 1 March 2005. 

5.11 Payment of Commission 

As a standard practice, investments are only made directly with the Banks and 
not through intermediaries. The payment of any commission is not acceptable. 
Funds on call, being short term and therefore liquid investments earn lower 
interest rates and are kept to minimum levels. 

Every financial institution with which the municipality makes an investment must 
issue a certificate to the Chief Financial Officer in regard to such investment, 
stating that such financial institution has not paid and will not pay any commission 
and has not and will not grant any other benefit to any party for obtaining such 
investment. 

5.12 Cali Deposits and Fixed Deposits 

The Alfred Duma Local Municipality invests funds on call (overnight) to meet its 
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daily operating costs. This type of investment is authorised in terms of the 
Municipal Investment Regulations, see Annexure B, clause 6. Funds not required 
for immediate use are invested for longer periods in accordance with the funding 
requirements of the Municipality. 

Call accounts may also be maintained for specific funds. 

Before making any fixed deposits, the Chief Financial Officer, shall obtain 
quotations from at least three financial institutions. 

Given the volatility of the money market, the Chief Financial Officer, shall, 
whenever necessary, request quotations from the Banks for the amount of funds, 
and for the term for which the investment must be placed, via e-mail or 
telephonically, and shall record in an appropriate register the name of the 
institution, the name of the person contacted, and the relevant terms and rates 
offered by such institution, as well as any other information which may be 
relevant (for example, whether the interest is payable monthly or only on maturity, 
and so forth). 

Having obtained the necessary number of quotations, the decision is then made 
based on the best terms offered and the Bank is identified with whom the 
investment is to be placed. Taking account of the investment principles contained 
in this policy, it is customary to accept the best offer received within the exposure 
limits. The Banks are fully aware that the rate quoted must be their best rate at 
that time. 

The criteria applied by the Chief Financial Officer in placing funds are the 
following : - 

(a) Cash requirements of Alfred Duma Local Municipality. 

(b) Interest rate trends. 

(c) Imminent changes in interest rates. 

(d) Risks involved given existing exposure of individual Banks. 

(e) Quoted rates. 

The cash forecast caters for the fully estimated inflows and outflows of funds and 
the information is reviewed by the Chief Financial Officer to best determine the 
investment or disinvestment of funds. 
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Once the best investment terms have been identified, written confirmation of the 
quotation must be immediately obtained (by facsimile, email or any other 
expedient means). 

Any monies paid over to the investing institution in terms of the agreed 
investment (other than monies paid over in terms of part 7 below) shall be paid 
over only to such institution itself and not to any agent or third party. Once the 
investment has been made, the Chief Financial Officer shall ensure that the 
municipality receives a properly documented receipt or certificate for such 
investment, issued by the institution concerned in the name of the municipality. 

All investments are made via the Electronic Funds Transfer (E.F.T) and the 
relevant documentation is transmitted by facsimile or e-mail to the individual 
Banks confirming investment or disinvestment transactions. 

5.13 Restriction on Tenure of Investments 

No investment with a tenure exceeding twelve months shall be made without the 
approval of the Council. 

5.14 Prohibited Investment Instruments and Practices 

There are a considerable number of investment instruments which the 
Municipality does not utilise as there is no enabling legislation which permits such 
investments. Some of the prohibited investments are as follows: - 

(a) Investment in Listed Shares (Equities). The amount invested fluctuates 
with changes in the value of the shares in the portfolio. Although the 
returns are higher than most other investment options, it may be difficult to 
realise the investment at the time funds are required and the risk of capital 
loss is considerable. Additionally in depth knowledge of the equity market 
is required. 

(b) Borrowing for investment purposes is prohibited. At any given time, with a 
conventionally shaped interest yield curve, long term interest rates will 
exceed those for the short term. In the vast majority of instances therefore 
funds will need to be borrowed at an interest rate which includes the 
lending Bank’s risk and their premiums exceeding the likely short term 
investment returns. 
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(c) The use of derivative instruments. The safety of principal is not assured. A 
high degree of expertise is required to utilise derivative instruments 
effectively, and there is a risk of losing the principal amount. 

(d) Investment in Market Linked; Endowment Policies. The safety of principal 
is not assured as the principal will fluctuate with changes in the value of 
the investments underlying the policy. The funds are tied up for the 
duration of the investment and are illiquid. 

(e) Investments denominated in foreign currencies are prohibited; however it 
is possible to make an investment if the investment is denominated in 
Rand and is not indexed to, or affected by fluctuations in the value of the 
Rand against any foreign currency in terms of clause 7 of the Municipal 
Investment Regulations. 

6. CONTROL OVER INVESTMENTS 

The Chief Financial Officer shall ensure that proper records are kept of all 
investments made by the municipality. Such records shall indicate the date on 
which the investment is made, the institution with which the monies are invested, 
the amount of the investment, the interest rate applicable, and the maturity date! 
If the investment is liquidated at a date other than the maturity date, such date 
shall be indicated._ 

The Chief Financial Officer shall ensure that all interest and capital properly due 
to the municipality are timeously received, and shall take appropriate steps or 
cause such appropriate steps to be taken if interest or capital is not fully or 
timeously received. 

The Chief Financial Officer shall ensure that all investment documents and 
certificates are properly secured in a fireproof safe with segregated control over 
the access to such safe, or are otherwise lodged for safekeeping with the 
municipality’s bankers, if such certificates are issued. 

7. OTHER EXTERNAL INVESTMENTS 

From time to time it may be in the best interests of the municipality to make 
longer-term investments in secure stock issued by the national government, 
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Eskom or any other reputable parastatal or institution, or by another reputable 
municipality. In such cases the Chief Financial Officer, must be guided by the 
best rates of interest pertaining to the specific type of investment, which the 

municipality requires, and to the best and most secure instrument available at the 
time. 

No investment with a tenure exceeding twelve months shall be made without the 
prior approval of the Council, and without guidance having been sought from the 
municipality’s bankers or other credible investment advisers on the security and 
financial implications of the investment concerned. 

8. BANKING ARRANGEMENTS 

The Municipal Manager is responsible for the management of the municipality’s 
bank accounts, but may delegate this function to the Chief Financial Officer. The 
Chief Financial Officer is authorised at all times to approve electronic transfers / 
payments, to sign cheques and any other documentation associated with the 
management of such accounts. The Municipal Manager, in consultation with the 
Chief Financial Officer, is authorised to appoint three or more additional 
signatories in respect of such accounts, and to amend such appointments from 
time to time. 

In compliance with the requirements of good governance, the Chief Financial 
Officer shall open a bank account for ordinary operating purposes, and shall 
further open additional accounts as required. 

Unless there are compelling reasons to do otherwise, all the municipality’s bank 
accounts shall be maintained with the same banking institution to ensure pooling 
of balances for purposes of determining the best interest payable to the 
municipality. 

Tenders may be invited if the Municipal Manager, in consultation with the Chief 
Financial Officer, is of the opinion that the services offered by the municipality’s 
current bankers are materially defective, or not cost-effective, and the Council, 
agrees to the invitation of such tenders. The Municipal Manager shall therefore 
invite tenders for the municipality’s bank accounts. 
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9. RAISING OF DEBT 


The Municipal Manager is responsible for the raising of debt, but may delegate 
this-function to the Chief Financial Officer, who shall then manage this 
responsibility in consultation with the Municipal Manager. All debt shall be raised 
in strict compliance with the requirements of the Municipal Finance Management 
Act 2003, and only with the prior approval of the council. 

Long-term debt shall be raised only to the extent that such debt is provided for as 
a source of necessary finance in the capital component of the approved annual 
budget or adjustments budget. 

Short-term debt shall be raised only when it is unavoidable to do so in terms of 
cash requirements, whether for the capital or operating budgets or to settle any 
other obligations, and provided the need for such short-term debt, both as to 
extent and duration, is clearly indicated in the cash flow estimates prepared by 
the Chief Financial Officer. Short-term debt shall be raised only to anticipate a 
certain long-term debt agreement or a certain inflow of operating revenues. 

10. INTEREST ON INVESTMENTS 

Call Accounts 

The interest accrued on the municipality’s call accounts shall be recorded in the 
municipality’s operating account as ordinary operating revenues, unless a call 
account is utilized for a specific purpose and requires that the interest accrued 
remains in such call account. 

Fixed Deposits 

The interest accrued on all the municipality’s fixed deposit investments shall, in 
compliance with the requirements of generally recognised accounting practice, be 
recorded in the first instance in the municipality’s operating account as ordinary 
operating revenues, and shall thereafter be appropriated, at the end of the year, 
to the fund or account in respect of which such an investment was made. 
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11. MONTHLY CASH FORECAST 


The Monthly Cash Forecast spreadsheet has been designed to reflect the 
monthly movement of income and expenditure taking cognisance of the opening 
cash balances and finishing with the closing cash balances. The actual call 
account and current account balances are compared to the budgeted balances. 
Material variances are investigated and explanation of the large variances are 
reported monthly to Management. The Monthly Cash Forecast is a micro forecast 
and it is linked to the Annual Cash Forecast, and is informed by the Investment 
Plan. 


The following steps are performed by the Accountant: Expenditure in producing 
the Monthly Cash Forecast spreadsheets. 

a) Analyse the Annual Cash Flow Forecast based on operating estimates 
and capital estimates. 

b) For the month concerned extract the closing call account balance from 
the Call Rate Sheet and the current account balance from the daily Cash 
Forecast. 

c) Provide for Abnormal income 

1. EasyPay receipts and (daily including Weekends). 

2. Equitable Share (3 times per annum July, November and 

February) 

3. Bulk Electricity (last week of each month). 

4. Peaks in income at the beginning of the month and at the end of 
the month are also considered. 

5. Grants/subsidies as reflected on the Annual Cash Forecast. 

6. Receipt of long term borrowings. 

7. Investment maturities. 

d) Normal income after adjustment of abnormal income is apportioned 
accordingly, taking into account the total income received as reflected 
on the Annual Cash Forecast. 

e) Changes in trends pertaining to income received are factored into future 
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Monthly Forecasts, 

f) Provide for Abnormal Expenditure 

1. Provide for Eskom, 31 st of each month. 

2. Salaries on the last working day of each month. 

3. Staff Benefits payments: Medical Aid (4 th ) PAYE (4 th ), UIF (4 th ), 

Skills Development Levy (4 th ), Pension Fund (4 th ) and Housing 
Bonds (31 st ). 

4. Provide for VAT payment, 31 st of each month. 

5. Other expenses, Telkom, Fuel, Security, Contract payments 

6. Loan repayments as per Accountant’s schedule. 

g) Normal expenditure, after adjusting for abnormal expenditure is 
apportioned accordingly, taking into account the total expenditure as 
reflected on the Annual Cash Forecast. 

h) Changes in trends pertaining to expenditure are factored into future 
Monthly Forecasts. 

i) Capital expenditure and funding receipts are also provided on the 

Monthly Cash Forecast. Historical capital expenditure patterns are used. 
Adjustments are also made for the payments profile for larger capital 
contracts in progress. ._ 

j) After budgeted figures are accounted for, the actual figures for 
balances on call and current account are entered on the spreadsheet. 

k) Variances are reflected and explained. 

12. INTERNAL CONTROL PROCEDURES 

The internal control procedures involves Internal Audit and the Auditor-General 
reviewing and testing the system of Investments on a regular basis. In order to 
prevent losses arising from fraud, misrepresentations, error, conflict of interest or 
imprudent action, a system of internal controls governs the administration and 
management of the Investment portfolio. 


Alfred Duma Local Municipality - Gash Management & Investment Policy 


Page 14 



Controls deemed most important include : - 

(a) Control of collusion, separation of duties. 

(b) Custodial safekeeping. 

(c) Rotation of duties. 

(d) Written confirmation of telephone and e-mail transactions. 

(e) Minimising the number of authorised Investment officials. 

(f) Checking and verification by senior officials of all investment transactions. 

(g) Documentation of transactions and strategies. 

(h) Code of ethics and standards. 

(i) Strict adherence to Investment Policy. 

fl) Limits placed on investments by the various officials. 

(k) Procedure manuals. 

(l) Electronic Funds Transfer limits and a detailed procedure manual for the 
system. 

(m) Monthly reporting to Committee of all investments. 


13. REPORTING AND MONITORING REQUIREMENTS 

Regular reporting mechanisms are in place in order to assess the performance of 
the investment portfolio and to ensure that the investments comply with policy 
objectives, guidelines, applicable laws and regulations - 

Daily activities : - 

The current account bank balances and investment cash forecast is 
reviewed by the Chief Financial Officer. 

The Accountant Expenditure monitors the prevailing market conditions, 
economic developments and anticipated investment conditions and any 
other activities warranting possible revisions of current or planned 
investment options in order to inform decision making. 

The current account bank balances and investment activities is e-mailed to 
the Chief Financial Officer and Municipal Manager. 

All investments are made via Electronic Funds Transfer (EFT) with very 
stringent controls. 
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Weekly activities : - 


The cash balances report is submitted to the Chief Financial Officer and 
Municipal Manager. 

Monthly activities : - 

All functions and tasks carried out by the Accountant Expenditure in terms 
of investments is reviewed by the Deputy Chief Financial Officer, the 
Manager Financial Reporting and Expenditure Management. And the 
Assistant Manager Expenditure 

The Investment portfolio and cash balances report are submitted to the 
Chief Financial Officer. 

Review of Investment Plan. 

Reconciliation of bank accounts. 

Accounting transactions for purchase and sale of investments. 
Reconciliation of all interest due. 

Comparison of the cash flow forecast to actual. 

A report on the Investment portfolio is furnished to the Executive 
Committee, within ten working days of each month. 

Quarterly activities : - 

—Analysis of Banks BA900 to determine exposure limits of banks 
Report to Executive Committee on investments purchased. 

Annual activities : - 

Preparation of the cash flow forecast. 

Preparation of the annual budget. 

Preparation of Annual Financial Statements. 

Regular reviews by Internal Audit and the Auditor General. 

Review of Investment Policy. 

Prior to year end details of bank accounts submitted to Auditor General 
and National Treasury. 
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ANNEXURE A 


1- Local Government Municipal Systems Act 32 of 2000 

Section (60) (2), as amended: 

The council may only delegate to the Municipal Manager the power to make 
decisions on investments on behalf of the Municipality within the municipality’s 
investment policy contemplated in section 13(2) of the Local Government: 
Municipal Finance Management Act, 2003 (Act No. 56 of 2003). 

2. Paraphrase of Requirements of Municipal Finance Management Act No. 
56 of 2003 

Note: In terms of Section 60(2) of the Municipal Systems Act No. 32 of 2000 the 
council may delegate the authority to take decisions on making investments on 
behalf of the municipality only to the Municipal Manager. 

SECTION 7: OPENING OF BANK ACCOUNTS 

Every municipality must open and maintain at least one bank account. This bank 
account must be in the name of the municipality, and all monies received by the 
municipality must be paid into this bank account or accounts, promptly and in 
accordance with any requirements that may be prescribed. 

A municipality may not open a bank account: 

• otherwise than in the name of the municipality; 

• abroad; or 

• with an institution not registered as a bank in terms of the Banks Act 
1990. 

Money may be withdrawn from the municipality’s bank account only in 
accordance with the requirements of Section 11 of the present Act. 
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SECTION 8: PRIMARY BANK ACCOUNT 


Every municipality must have a primary bank account, and if the municipality has 
only one bank account that account is its primary bank account. If the 
municipality has more than one bank account, it must designate one of those 
bank accounts as its primary bank account. 

The following must be paid into the municipality's primary account: 

• all allocations to the municipality; 

• all income received by the municipality on its investments; 

• all income received by the municipality in connection with its interest in 
any municipal entity; 

• all money collected by a municipal entity or other external mechanism 
on behalf of the municipality, and; 

• any other monies as may be prescribed. 

The Municipal Manager of the municipality must submit to the national treasury, 
the provincial treasury and the Auditor-General, in writing, the name of the bank 
where the primary bank account of the municipality is held, and the type and 
number of the account. If the municipality wants to change its primary bank 
account, it may do so only after the Municipal Manager has informed the national 
treasury and the Auditor-General, in writing, at least 30 days before making such 
change. 

SECTION 9: BANK ACCOUNT DETAILS TO BE SUBMITTED TO PROVINCIAL 
TREASURIES AND AUDITOR-GENERAL 

The Municipal Manager of the municipality must submit to the provincial treasury 
and to the Auditor-General, in writing, within 90 days after the municipality has 
opened a new bank account, the name of the bank where the account has been 
opened, and the type and number of the account; and annually, before the start 
of each financial year, the name of each bank where the municipality holds a 
bank account, and the type and number of each account. 
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SECTION 10: CONTROL OF MUNICIPAL BANK ACCOUNTS 


The Municipal Manager of the municipality must administer the entire 
municipality’s bank accounts, is accountable to the municipal council for the 
municipality’s bank accounts, and must enforce compliance with Sections 7, 8 
and 11 of the present Act. 

The Municipal Manager may delegate the duties referred to above only to the 
municipality’s Chief Financial Officer. 

SECTION 11: WITHDRAWALS FROM MUNICIPAL BANK ACCOUNTS 

Only the Municipal Manager or the Chief Financial Officer of the municipality 
(presumably where this power has been appropriately delegated), or any other 
senior financial official of the municipality acting on the written authority of the 
Municipal Manager, may withdraw money or authorise the withdrawal of money 
from any of the municipality’s bank accounts. Such withdrawals may be made 
only to: 

• defray expenditure appropriated in terms of an approved budget; 

• defray expenditure authorised in terms of Section 26(4) (this Section 
deals with situations in which the budget was not timeously approved, 
and the province has been compelled to intervene); 

• defray unforeseeable and unavoidable expenditure authorised in terms 
of Section 29(1); 

• in the case of a bank account opened in terms of Section 12, make 
payments from the account in accordance with Section 12(4); 

• pay over to a person or organ of state money received by the 
municipality on behalf of such person or organ of state, including 

money collected by the municipality on behalf of such person or organ 
of state by agreement, or any insurance or other payments received by 
the municipality for such person or organ of state; 

• refund money incorrectly paid into a bank account; 

» refund guarantees, sureties and security deposits; 

make investments for cash management purposes in accordance with 
Section 13; 

• defray increased expenditure in terms of Section 31; or 

• for such other purposes as may be prescribed. 
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(Note that Section 11(1) does not expressly provide for the withdrawal of monies 
to pay creditors, where the relevant obligations arose in terms of the previous 
budget; to repay loans; or to repay consumer deposits). 

Any authorisation to a senior financial official to withdraw money or to authorize 
the withdrawal of money from a bank account must be in accordance with the 
framework as may be prescribed. The Municipal Manager may not authorise any 
official other than the Chief Financial Officer to withdraw money or to authorise 
the withdrawal of money from the municipality's primary bank account if the 
municipality has a primary bank account which is separate from its other bank 
accounts. 

SECTION 12: RELIEF. CHARITABLE. TRUST OR OTHER FUNDS 

No political structure or office bearer of the municipality may set up a relief, 
charitable, trust or other fund of whatever description, except in the name of the 
municipality. Only the Municipal Manager may be the accounting officer of any 
such fund. 

A municipality may open a separate bank account in the name of the municipality 
for the purpose of such relief, charitable, trust or other fund. Money received by 
the municipality for the purpose of such fund must be paid into the bank account 
of the municipality, or if a separate bank account has been opened for such fund, 
into that account. 

Money in a separate account opened for such fund may be withdrawn from the 
account without appropriation in terms of the approved budget, but only by or on 
the written authority of the Municipal Manager, acting in accordance with 
decisions of the council, and for the purposes for which, and subject to any 
conditions on which, the fund was established or the money in the fund was 
donated. 

SECTION 13: CASH MANAGEMENT AND INVESTMENTS 


The Minister, acting with the concurrence of the cabinet member responsible for 
local government, may prescribe a framework within which municipalities must 
conduct their cash management and investments, and invest money not 
immediately required. 


-Alfred Duma Local Municipality - Cash Managements Investment Policy 


Page 20 






A municipality must establish an appropriate and effective cash management and 
investment policy in accordance with any framework that may be so prescribed. 

A bank where the municipality at the end of the financial year holds a bank 
account, or held a bank account at any time during such financial year, must, 
within 30 days after the end of such financial year, notify the Auditor-General, in 
writing, of such bank account, indicating the type and number of the account, and 
the opening and closing balances of that account in that financial year. The bank 
must also promptly disclose any information regarding the account when so 
requested by the national treasury or the Auditor-General. 

A bank, insurance company or other financial institution which the end of the 
financial year holds, or at any time during the financial year held, an investment 
for the municipality, must, within 30 days after the end of that financial year, notify 
the Auditor-General, in writing, of that investment, including the opening and 
closing balances of that investment in that financial year. Such institution must 
also promptly disclose any information regarding the investment when so 
requested by the national treasury or the Auditor-General. 

SECTION 17: CONTENTS OF ANNUAL BUDGETS AND SUPPORTING 
DOCUMENTS 


The following documents must accompany each tabled draft annual budget (inter 
alia): 


• a projection of cash flows for the budget year. 

• particulars of the municipality’s investments. 

SECTION 22: PUBLICATION OF ANNUAL BUDGETS 

The Municipal Manager must make public, immediately after a draft annual 
budget is tabled, the budget itself and all the prescribed supporting documents, 
and invite comments from the local community in connection with such budget 
(and documents). 
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^ CTI0N —_ NATIONAL AND PROVINCIAL ALLOCATIONS JQ 

MUNICIPALITIES 

In order to provide predictability and certainty about the sources and levels of 
intergovernmental funding for municipalities, the Municipal Manager of a national 
or provincial department and the accounting authority of a national or provincial 
public entity responsible for the transfer of any proposed allocations to a 
municipality, must by no later than 20 January of each year notify the national 
treasury or the relevant provincial treasury as may be appropriate, of all proposed 
allocations and the projected amounts of those allocations to be transferred to 
each municipality during each of the next 3 financial years. 

The Minister or the MEC responsible for finance in the province must, when 
tabling the national annual budget in the national assembly or the provincial 
annual budget in the provincial legislature, make public particulars of any 
allocations due to each municipality in terms of that budget, including the amount 
to be transferred to the municipality during each of the next 3 financial years. 

SECTION —37:—PROMOTI ON OF CO-QP FRATIVF GOVERNMENT BY 
MUNICIPALITIES 

In order to enable municipalities to include allocations from other municipalities in 
their budgets and to plan effectively for the spending of such allocations, the 
Municipal Manager of every municipality responsible for the transfer of-any 
allocation to another municipality, must, by no later than 120 days before the start 
of its budget year, notify the receiving municipality of the projected amount of any 
allocation proposed to be transferred to that municipality during each of the next 
3 financial years. 

SECTION 45: SHORT-TERM DEBT 

The municipality may incur short-term debt only in accordance with and subject to 
the provisions of the present Act, and only when necessary to bridge shortfalls 
within a financial year during which the debt is incurred, in expectation of specific 
and realistic income to be received within that financial year; or to bridge capital 
needs within a financial year, to be repaid from specific funds to be received from 
enforceable allocations or long-term debt commitments. 
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The council may approve a short-term debt transaction individually, or may 
approve an agreement with a lender for a short-term credit facility to be accessed 
as and when required, including a line of credit or bank overdraft facility, provided 
that the credit limit must be specified in the resolution of the council; the terms of 
the agreement, including the credit limit, may be changed only by a resolution of 
the council; and if the council approves a credit facility limited to emergency use, 
the Municipal Manager must notify the council in writing as soon as practicable of 
the amount, duration and cost of any debt incurred in terms of such a credit 
facility, as well as the options available for repaying such debt. 

The municipality must pay off short-term debt within the financial year in which it 
was incurred, and may not renew or refinance short-term debt, whether its own 
debt or that of any municipal entity, where such renewal or refinancing will have 
the effect of extending the short-term debt into a new financial year. 

SECTION 46: LONG-TFRM DEBT 

A municipality may incur long-term debt only in accordance with and subject to 
any applicable provisions of the present Act, and only for the purpose of capital 
expenditure on property, plant or equipment to be used for the purpose of 
achieving the objects of local government as set out in Section 152 of the 

Constitution; or refinancing existing long-term debt subject to the requirements of 
Section 46(5). 

S ECTION 47: C ONDITI ONS APPLYING TO B OTH SHORT-TERM ANn l nNft. 
TERM DEBT 

The municipality may incur debt only if the debt is denominated in rand and is not 

indexed to, or affected by, fluctuations in the value of the rand against any foreign 
currency. 

SECTION 6 4: REVENUE MANAGEMENT (EXCFRPTfi) 

The Municipal Manager of the municipality is responsible for the management of 
the revenue of the municipality. The Municipal Manager, must, among other 
things, take all reasonable steps to ensure that all money received is promptly 
deposited in accordance with the requirements of the present Act into the 
municipality’s primary and other bank accounts. 






The Municipal Manager must also ensure that all revenue received by the 
municipality, including revenue received by any collecting agent on its behalf, is 
reconciled on at least a weekly basis. 

The Municipal Manager must take all reasonable steps to ensure that any funds 
collected by the municipality on behalf of another organ of state are transferred to 
that organ of state at least on a weekly basis, and that such funds are not used 
for purposes of the municipality. 


SECTION 65; EXPENDITURE MANAGEMENT (EXCERPTS^ 

The Municipal Manager of the municipality is responsible for the management of 
the expenditure of the municipality. 

The Municipal Manager must take all reasonable steps to ensure, among other 
things, that payments made by the municipality are made direct to the person to 
whom they are due, unless agreed otherwise for reasons as may be prescribed, 
and either electronically or by way of non-transferable cheques, provided that 
cash payments and payments by way of cash cheques may be made for 
exceptional reasons only, and only up to a prescribed limit. 

The Municipal Manager must also ensure that all money owing by the 
municipality is paid within 30 days of receiving the relevant invoice or-statement, 
unless prescribed otherwise for certain categories of expenditure. 

The Municipal Manager must further ensure that the municipality’s available 
working capital is managed effectively and economically in terms of the 
prescribed cash management and investment framework. 
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ANNEXURE B 


GOVERNMENT GAZETTE, 1 APRIL 2005 
GOVERNMENT NOTICES 
NATIONAL TREASURY 

No. R.308 


1 April 2005 

LOCAL GOVERNMENT : MUNICIPAL FINANCE MANAGEMENT ACT 2003 
MUNICIPAL INVESTMENT REGULATIONS 

The Minister of Finance, acting with the concurrence of the Minister for Provincial and 
Local Government, has in terms of Section 168, read with Section 13 and 99 (2)(g), of 
the Local Government: Municipal Finance Management Act, 2003 (Act No. 56 of 2003), 
made the regulations as set out in the Schedule. 

SCHEDULE 

Definitions 


In these regulations, unless the context indicates otherwise, a word of expression 
to which a .meaning has been assigned in the Act, has the .same meaning, and 
“Act” means the Local Government: Municipal Finance Management Act 2003 
(Act No. 56 of 2003); 

investee means an institution with which an investment is placed, or its agent; 
investment manager” means a natural person or legal entity that is a portfolio 
manager registered in terms of the Financial Markets Control Act, 1989 (Act No. 
55 of 1989) and Stock Exchanges Control Act, 1985 (Act No. 1 of 1985), 
contracted by a municipality or municipal entity to 

(a) advise it on investments; 

(b) manage investments on its behalf; or 

(c) advise it on investments and manage investments on its behalf. 
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“trust money” means money held in trust on behalf of third 
contemplated in terms of Section 12 of the Act. 



parties in a trust 


Application 


2. (1) These regulations apply to :- 

(a) all municipalities 

(b) all municipal entities; and 

(c) all investment managers acting on behalf of, or assisting, a 
municipality or municipal entity in making or managing 
investments. 

(2) These regulations do not apply 

(a) to a pension or provident fund registered in terms of the Pension 
Funds Act, 1956 (Act No. 24 of 1956), or any subsequent 
legislation; or 

(b) in respect of trust money administered by a municipality or 
municipal entity where a trust deed prescribes how the trust 
money is to be invested. 

(3) Municipal pension or provident funds which do not comply with sub- 
regulation 

(2)(a) are exempted from these regulations until 30 June 2005. 

(4) The accounting officer of a municipality and municipal entity must 
provide the National Treasury with details of all pension or provident 
funds that do not comply with sub-regulation (2)(a) within 30 days of 
promulgation of these regulations. 

Adoption of Investment Policies 


3. (1) The investment policy to be established by a municipality in terms of 

Section 13(2) of the Act, must be 

(a) adopted by the Council of the municipality; and 

(b) consistent with the Act and these regulations. 

(2) The board of Directors of a municipal entity must adopt an investment 
policy for the entity consistent with the Act and these regulations. 
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(3) All investments made by a municipality or municipal entity, or by an 
investment manager on behalf of a municipality or municipal entity, 
must be in accordance with the investment policy of the municipality or 
entity and these regulations. 

Core elements of Investment Policies 

4. The investment policy of a municipality or municipal entity must 

(a) be in writing; 

(b) give effect to these regulations; and 

(c) set out 

(i) the scope of the policy; 

(ii) the objectives of the policy, with due regard to the provisions of 
these regulations relating to 

(aa) the preservation and safety of investments as the primary 
aim; 

(bb) the need for investment diversification; and 

(cc) the liquidity needs of the municipality or municipal entity; 

(iii) a minimum acceptable credit rating for investments, including 

(aa) a list of approved investment types that may be made, 
subject to regulation 6; 

(bb) a list of approved institutions where or through which 
investments may be made, subject to regulation 10; 

(iv) procedures for the invitation and selection of competitive bids or 
offers in accordance with Part 1 of Chapter 11 of the Act; 

(v) measures for ensuring implementation of the policy and internal 
control over investments made; 

(vi) procedures for reporting on and monitoring of all investments 
made, subject to regulation 9; 

(vii) procedures for benchmarking and performance evaluation; 

(viii) the assignment of roles and functions, including any delegation 

of decision making powers; 

(i) if investment managers are to be used, conditions for their use, 
including their liability in the event of non-compliance with the 
policy or these regulations; and 

(ii) procedures for the annual review of the policy. 
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Standard of care to be exercised when making Investments 


5. Investments by a municipality or municipal entity, or by an investment 

manager on behalf of a municipality or entity 

a) must be made with such judgement and care, under the prevailing 
circumstances, as a person of prudence, discretion and intelligence 
would exercise in the management of that persons’ own affairs; 

b) may not be made for speculation but must be a genuine investment; 
and 

c) must in the first instance be made with primary regard being to the 
probable safety of the investment, in the second instance to the 
liquidity needs of the municipality or municipal entity and lastly to the 
probable income derived from the investment. 

Permitted Investments 

6. A municipality or municipal entity may invest funds only in any of the following 

investment types 

(a) securities issued by the national government; 

(b) listed corporate bonds with an investment grade rating from a 
nationally or internationally recognised credit rating agency; 

(c) deposits with banks registered in terms of the Banks Act, 1990 (Act No. 
94 of 1990); 

(d) deposits with the Public Investment Commissioners as contemplated 
by the Public Investment Commissioners Act, 1984 (Act No. 45 of 
1984); 

(e) deposits with the Corporation for Public Deposits as contemplated by 
the Corporation for Public Deposits Act, 1984 (Act No. 46 of 1984); 

(f) banker’s acceptance certificates or negotiable certificates of deposit of 
banks registered in terms of the Banks Act, 1990; 

(g) guaranteed endowment policies with the intention of establishing a 
sinking fund; 

(h) repurchase agreements with banks registered in terms of the Banks 
Act, 1990; 

(i) municipal bonds issued by a municipality; and 

(j) any other investment type as the Minister may identify by regulation in 
terms of Section 168 of the Act, in consultation with the Financial 
Sen/ices Board. 
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Investments denominated in foreign currencies prohibited 



7. A municipality or municipal entity may make an investment only if the 
investment is denominated in Rand and is not indexed to, or affected by, 
fluctuations in the value of the Rand against any foreign currency. 

Payment of commission 

8. (1) No fee, commission or other reward may be paid to a Councillor or 

Official of a municipality or to a Director or Official of a municipal entity 
or to a spouse or close family member of such Councillor, Director or 
Official in respect of any investment made or referred by a municipality 
or municipal entity. 

(2) If an investee pays any fee, commission or other reward to an 
investment manager in respect of any investment made by a 
municipality or municipal entity, both the investee and the investment 
manager must declare such payment to the Council of the municipality 
or the board of directors of the municipal entity by way of a certificate 
disclosing full details of the payment. 

Reporting requirements 

9. (1) The accounting officer of a municipality or municipal entity must within 

10 working days of the end of each month, as part of the Section 71 
report required by the Act, submit to the mayor of the municipality 67 
the board of directors of the municipal entity a report describing in 
accordance with generally recognised accounting practice the 
investment portfolio of that municipality or municipal entity as at the 
end of the month. 

(2) The report referred to in sub-regulation (1) must set out at least 

(a) the market value of each investment as at the beginning of the 
reporting period; 

(b) any changes to the investment portfolio during the reporting 
period; 

(c) the market value of each investment as at the end of the 
reporting period; and 

(d) fully accrued interest and yield for the reporting period. 
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Credit requirements 



10. (1) A municipality or municipal entity must take all reasonable and prudent 

steps consistent with its investment policy and according to the 
standard of care set out in regulation 5, to ensure that it places its 
investments with credit worthy institutions. 

(2) A municipality or municipal entity must 

(a) regularly monitor its investment portfolio; and 

(b) when appropriate liquidate an investment that no longer has the 
minimum acceptable credit rating as specified in its investment 
policy. 

Portfolio diversification 

11. A municipality or municipal entity must take all reasonable and prudent steps, 
consistent with its investment policy and according to the standard of care 
prescribed in regulation 5, to diversify its investment portfolio across 
institutions, types of investment and investment maturities. 

Miscellaneous Provisions 

12. (1) The responsibility and risk arising from any investment transaction 

vests in the relevant municipality or municipal entity. 

(2) All investments made by a municipality or municipal entity must be iF 
the name of that municipality or municipal entity. 

(3) A municipality or municipal entity may not borrow money for the 
purpose of investment. 

Existing Investments 

13. Nothing in these regulations compels a municipality or municipal entity to 
liquidate an investment which existed when these regulations took effect 
merely because such investment does not comply with a provision of these 
regulations. 

Commencement 

These regulations took effect on 1 April 2005. 
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ANNEXURE C 


tm 


AND STORES ACTICE ^ REGARD T ° PAYMENTS > REVENUE COLLECTION 

1- STORES ADMINISTRATION 

The Chief Financial Officer shall be responsible for the proper administration 
of all stores. If sub-stores are established under the control of any head of 
department, such head of department shall be similarly responsible for the 
proper administration of such sub-store, and in doing so shall comply with the 
stock level policies as determined from time to time by the chief financial 
officer, acting in consultation with the head of department concerned. No sub¬ 
store may be established without the prior written consent of the chief 
financial officer. 

2 - CONTRACT MANAGFMFNIT 

Within such general buying and related procedures as the chief financial 
officer shall from time to time determine, and further within the confines of any 

relevant legislation and of such rules and procedures as may be determined 
by the council: 

all buying contracts shall be administered by the Chief Financial 

0fficer ’ and 3,1 payments relating to such contracts shall be authorised 
by the Chief Financial Officer or the departmental head; and 

all other contracts, including building, engineering and other civil 
contracts shall be administered by the departmental head, and all 
payments relating to such contracts shall be authorised by such head 
of department in accordance with the provisions of Section 3 below. 
The departmental head) concerned shall ensure that all payment 
certificates in regard to contracts are properly examined and are 

correct in all respects - before being submitted to the Chief Financial 
Officer for payment. 

3. PAYMENTS 

3.1 All payments, other than petty cash disbursements, shall be made 
through the municipality’s bank account(s). 






3-2 The Chief Financial Officer shall draw all cheques on this account, and 
shall, in consultation with the Municipal Manager and with due regard 
to the council’s policy on banking and investments, determine the rules 
and procedures relating to the signing of cheques, and from time to 
time jointly with the Municipal Manager decide on appropriate 
signatories. 

3.3 All requests for payments of whatever nature shall be submitted on 

payment vouchers, the format of which shall be determined by the chief 
financial officer. Such vouchers shall be authorised in terms of such 
rules and procedures as are determined from time to time by the chief 
financial officer. 

^■4 The maximum amount and nature of petty disbursements, where not 
covered by the general buying procedures referred to in Section 2, 
shall be generally determined from time to time by the chief financial 
officer. No cash float shall be operated without the authority of the chief 
financial officer, who may prescribe such procedures relevant to the 
management of such float as are considered necessary. 

3.5 The Chief Financial Officer shall be responsible for the payment of all 
salaries and remuneration benefits to employees and councillors, and 
for the determination of the payment system to be used. 

4. REVENUE AND CASH COLLECTION 

4.1 Every head of department responsible for revenue collection shall be 
responsible for the collection of all moneys falling within the ambit and 
area of his or her designated functions. 

4-2 The Chief Financial Officer shall ensure that all revenues are properly 
accounted for. 

4.3 The collection of all arrear revenues and the control of arrear accounts 
shall be co-ordinated by the Chief Financial Officer in terms of any 
policies determined by the council. If it is clear that any revenues are 
not recovered or likely to be recovered after the necessary steps have 
been taken, the Chief Financial Officer shall report the matter 
adequately and timeously to Council. 
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4.4 The Chief Financial Officer shall ensure that adequate provision is 
maintained to cover the writing off of irrecoverable revenues, having 
due regard to the council’s policy on rates and tariffs. 

5- BANKING OF RECEIPTS 

5- 1 Guidelines and procedures for the banking of cheques and other 
receipts shall, if necessary, be determined from time to time by 
the Chief Financial Officer. 

5.2 Where applicable, every departmental head responsible for revenue 
collection shall ensure that all revenues are banked daily with the 
municipality’s bankers). 

6- UNIDENTIFIED DEPOSITS 

6.1 Municipal Bank Account Deposits, Direct Transfers and Electronic 
Banking 

Identify all the direct credits on the bank statement, such as 
direct deposits by ratepayers, consumers and levy payers, 
subsidies and grants paid by National and Provincial 
governments, interest on investments and miscellaneous 
credits. Process these credits by capturing to the respective 
votes on the system. 

Identify full details of these credits” timely to avoid having to 
account for these credits in the Unidentified Deposits Account; 
Record all unidentified credits (deposits) in a suitable register to 
facilitate future claims against the amount and follow up; and 
Balance the unidentified deposits register to the Unidentified 
Deposits Account in the general ledger on a monthly basis. 

6.2 Direct Bank Payments 

Direct payments such as direct deposits / bank transfers to the 
municipality’s bank account are received without proper reference and 
the origin of the payment cannot always be allocated. 

6.3 Receipts and Clearing of Accounts 
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All receipts must be correctly allocated to the relevant debtors account 

and furthermore the amount must be correctly allocated to the correct 
services paid for. 

The payee cannot be identified when there is no reference against the 
deposit when it appears on the bank statement. These deposits have 
to be identified and captured into the receipting system to ensure that 
debtors’ accounts are credited. Direct deposits/bank transfers to the 
municipality’s bank account have to be accompanied by identification 
(reference) of the party making the deposit/ transfer. 

6.4 Procedures Regarding Unidentified Deposits 

Any unknown deposits will be temporarily posted to the Creditors 
Account - Unidentified Deposits. These amounts must be traced to 
deposits or remittances and must be followed up by contacting the 

payee or bank where applicable, to verify for what or whom the 
payment was received. 


Unallocated deposits in the Unidentified Deposits Account should be 
traced as to its origin, the details of the depositor and journalised to the 
correct accounts. Debtors / ratepayers are notified and requested to 
include account numbers on deposit slips when paying by internet 
banking and specific reference when payment is made to ensure that 
the unidentified deposits reduces. 

When deposits are received without adequate supporting 
documentation or explanation, the amounts are posted to the 
Unidentified Deposits Account and it is the responsibility of employees 

to investigate and clear each item and the following procedures are 
followed: 

All unidentified credits (receipts) should be recorded in a 

suitable register to facilitate future claims against the amount 
and followed up; and 


Balance the unidentified deposits register to the Unidentified 
Deposits Account in the General ledger on a monthly basis. 

These accounts should be monitored and reconciled on a monthly 
basis. It should be manageable to reconcile and keep these accounts 








up to date each month, once long outstanding items have been 
and correctly allocated. 


cleared 


After a period of 6 (six) months when no claims are made or the origin 
of the deposit is still unknown / unidentified, the unknown deposit as 

posted in the Unidentified Deposit Account will be journalised to the 
Sundnes Revenue Account. 

A report must be submitted on a regular basis to Council with regard to 
unidentified deposits that have been identified and allocated 

acco ingy and those deposits that have been transferred to the 
Sundries Revenue Account. 
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Alfred Duma Municipality 

1. DEFINITIONS 


For the purpose of these by-laws, 
assigned in the Act shall bear the 
indicates otherwise. 


any word or expressions to which a meaning has been 
same meaning in these by-laws and unless the context 


“Account” means any account rendered for municipal services provided; 

“Act” means the Local Government: Municipal System Act 32 of 2000 as amended; 

“Authorised agent” means- 

a) Any person authorised by the Municipal Council to perform any act, function or 
duty in terms of, or exercise any power under these By-laws; and/or 

b) Any person to whom the Municipal Council has delegated the performance of certain 
rights, duties and obligation in respect of providing revenue services- and/or 

C) Any person appointed by the Municipal Council in terms of a written contract as a service 

prowder to provide revenue services to customers on its behalf, to the extent authorised 
in such contract; 


“Chief Financial Officer" means the Chief Financial Officer of Alfred Duma 


Local Municipality; 


“Customer" means a person with whom the Municipality or its authorised agent has concluded 
an agreement for the provision of municipal services; 

‘Defaulter” means a customer/ owner who owes arrears; 

“Estimated Consumption” Means the deemed consumption by a customer whose 
consumption ,s not measured during a specific period, which estimated consumption is rationally 
determined taking into account at least the consumption of municipal services for a specific level 
o service dunng a specific period in the area of supply of the municipality or Its authorised agent. 

“Household” means a traditional family unit consisting of a maximum of eight pereons (being 

a combination of four persons over the age of eighteen and four persons eighteen years or 
younger); 


“Municipality” means the Municipality of Alfred Duma Local Municipality (KZN 238); 
“Municipal Council” means the municipal Council of Alfred Duma Municipality 
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“Municipal Manager” means the Accounting Officer of Alfred Duma Local Municipality; 

“Municipal services” means services provided by the Municipality or its authorised agent, 
including refuse removal, electricity services, rates and sundries or any one of the above; 

“Occupier” includes any person in actual occupation of the land or premises without regard to 
the title under which he occupies, and, in the case of premises sub-divided and let to lodgers or 
various-tenants, shall include the person receiving the rent payable by the lodgers or tenants 
whether for his/her own account or as an agent for any person entitled thereto or interested 
therein; 

“Owner” means- 

a) the person in whom is vested the legal title to a premises; 

b) in the case where the person in whom the legal title to a premises is vested is insolvent or 
dead, or is under any form of legal disability whatsoever, the person in whom the 
administration and control of such premises is vested as curator, trustee, executor, 
administrator, judicial manager, liquidator or other legal representative; 

c) in any case where the Municipality or its authorised agent is unable to determine 
the identity of such person, a person who is entitled to the benefit of the use of such 
premises or a building thereon; 

d) in the case of premises for which a lease agreement of thirty (30) years or longer has been 
entered into, the lessee thereof; 

in relation to fngonyama Trust Board M embers that owns and administers ingonyama 
Trust land in terms of the KwaZulu Ingonyama Trust Act, (KwaZulu Act No 3 of 1994) 
(“ITA"). 

“Property” means any portion of land, of which the boundaries are determined within the 
jurisdiction of the Municipality, defined in terms of Municipal Property Rates Act 6 of 2004 
(“MPRA”) as: 

a) immovable property registered in the name of a person; 

b) a right registered against immovable property in the name of a person; 

c) a land tenure right registered in the name of a person or granted to a person in terms of 
legislation or; 

d) public service infrastructure. 



WHEREAS section 96 of the Local Government: Municipal Systems Act 2000 (Act 32 of 2000) 

requires a Municipality to adopt, maintain and implement a credit contact debt collection and 
customer care policy; 

97 ° f 016 SySt6mS AC * presolibes what suoh must provide for; 
ORE the Alfred DumaLocal Municipality adopts the policies as set out in this 

document. 


3.2 


3.3 


3.4 


3. OBJECTIVE 

3.1 Customer Care: To create a positive relationship and cooperation between persons liable for 
any payment and the Municipality, and where applicable, a service provider, and to provide a 
proactive way to enhance the payment of services and in response to consumers' needs. 

Credit Control: To implement procedures, which ensure the collection of debt, meeting service 
arge s and the prevention of escalation of arrear debt and to provide incentives for prompt 
payment, as well as ensuring limited risk levels by means of effective management tools. 

Debt Collection: To provide procedures and mechanisms to collect all monies due to Council 
ansmg rom services rendered and annual levies in order to ensure financial sustainability and 
delivery of municipal services in the interest of the community. 

Indigent Subsidy^Tp fadlitate a_nd provide funding (financial assistance) for a basic level of 
services that is linked to foe tariff policies to qualifying households whichare poor^he subsidy 

qualification criteria vrill be a separate policy referred to in foe Customer Care, Credit Control 
and Debt Collection Policy as the Indigent Policy. 

PRINCIPLES 

The administrative integrity of the Municipality must be maintained at all times The 
emocratrcally elected Councillors are responsible for policy-making, while it is foe responsibility 
of the Municipal Manager to ensure the execution of these policies. 

4.2 All owners must complete an official application form, formally requesting the Municipality to 
connect them to service supply lines. 

4.3 A copy ofthe application form, conditions of services and extrecte of the relevant Council's credit 

oontaol and debt collection policy and by-laws must be handed to every customer on request at 
such fees as may be prescribed by Council. 


4. 

4.1 
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4.4 Billing is to be accurate, timeous and understandable. 

4.5 The customer is entitled to reasonable access to pay points and to a variety of reliable payment 
methods. 

4.6 The, customer is entitled to^an efficient, effective and reasonable response to appeals, and 
should suffer no disadvantage during the processing of a reasonable appeal. 

4.7 Enforcement of payment must be prompt, consistent and effective. 

4.8 Unauthorised consumption, connection and reconnection, the tampering with or theft of 
meters, service supply equipment and/or the reticulation network, and fraudulent activity will 
lead to disconnections, penalties, loss of rights and criminal prosecutions. 

4.9 Incentives and disincentives may be used in collection procedures. 

4.10 The collection process will be cost effective. 

4.11 “Best Practices” will be pursued. 

4.12 Performance results will be regularly and efficiently reported to Council. 

4.13 Application forms will be used to categorise customers / owners and to determine whether the 
customer / owner qualifies for indigent subsidy, and the method to supply electricity via pre¬ 
payment or credit electricity meters. 

4.14 Targets for performance in both customer service and debt collection will be set and pursued 
and remedies implemented for non-performance. 

4.15 Although customer care and debt collection are inter-related, two separate sections must handle 
them on an independent basis. 

4.16 The customer’s debt must arise out of a legal framework and must be legally collectable. The 
principle of providing service in lieu of payment for arrear accounts is supported. 


Page 7 of34 



Alfred Duma Municipality 


Customer care, Credit Control & Debt Collection Policy 


5. DUTIES AND FUNCTIONS 

5.1 The duties and functions of the Municipal Council are to: 

a) Approve a budget consistent with the needs of communities, ratepayers and residents, 

b) Impose rates and taxes and to determine service charges, fees and penalties to finance 
the budget; 

c) Provide sufficient funds forgive access to basic services for the poorest of the poor as 
referred to in the Indigent Support Policy. 

d) Provide for bad debt, in line with the payment record of the community, ratepayers and 
residents, as reflected in the annual financial statements of the Municipality; 

e) Set an improved target for debt collection, in line with acceptable accounting ratios and 
the abilities of the Municipal Manager; 

f) Approve a reporting framework for credit control and debt collection; 

g) Consider and approve by-laws to give effect to Council’s policy; 

h) Monitor the performance of the Executive Committee and the Municipal Manager 
regarding credit control and debt collection; 

i) Revise the budget should Council's targets for credit control and debt collection not be 
met; 

j) Take disciplinary action against officials who do not execute Council policies and by¬ 
laws; 

k) Approve a list of attorneys / in-house counsel that will act for Council in all legal matters 
relating to debt collection; 

Ddega^eJhej-equired authorities to monitor and execut e the credit con trol and debt 
collection policy to the Executive Committee and the Municipal Manage7respectively; 

m) Approve an appropriate staff structure for credit control and debt collection; 

n) Appoint debt collection agents to assist the Municipal Manager in the execution of his/her 
duties, if required, and 

o) Provide funds for the training of staff. 

5.2 The duties and functions of the Executive Committee are to: 

a) Ensure that the Council’s budget, cash flow and targets for the debt collection are met 
and executed in terms of the policy and relevant by-laws; 

b) Monitor the performance of the Municipal Manager in implementing Council’s policy and 
by-laws; 

c) Review and evaluate the policy and by-laws in order to improve the efficiency of the 

Council’s credit control and debt collection procedures, mechanisms and processes; and 

d) Report to the Council. 
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5.3 


The duties and functions of the Municipal Manager are to: 

a) Implement good customer care management; 

b) Implement the Council’s credit control and debt collection policy; 

c) Install and maintain an appropriate accounting system; 

d) Bill consumers appropriately; 

e) Demand payment on due date; 

f) Raise penalties on defaulter’s accounts; 

g) Ensure that appropriate payment is received; 

h) Collect outstanding debt; 

i) Implement “Best Practices" procedures 

j) Provide different payment methods; 

k) Determine customer care, credit control and debt collection measures 

l) Determine work procedures for public relations, arrangements, disconnections of 
services, summonses, attachments of assets, sales in execution, writing off of bad debts, 
sundry debtors and legal processes; 

m) Appoint firm/s of attorneys to complete the legal process (i.e. attachments and sale in 
execution of assets, emolument attachment orders etc.); 

n) Set performance targets for staff; 

o) Appoint staff to execute Council’s policy and By-laws in accordance with Council’s staff 
policy; 

p) Delegate certain functions to Heads of departments; 

q) Determine control procedures; 

r ) _ Monitor co ntracts with Service Providers in connection with credit control and debt 

collection; and 

s) Report to the Executive Committee and Council. 


5.4 The duties and functions of communities, ratepayers and residents are to: 

a) Fulfil certain responsibilities, as brought about by the privilege to use and enjoy public 
facilities and municipal services; 

b) Pay service fees, rates on property and other taxes, levies and duties imposed by the 
Municipality; 

c) Observe the mechanisms and processes of the Municipality in exercising their rights; 

d) Allow municipal officials reasonable access to their property to execute municipal 
functions; 

e) Comply with the by-laws and other legislation of the Municipality; 

f) Refrain from tampering with municipal services and property. 
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5.5 Duties and Functions of Ward Councillors and Political Parties are to: 

a) Hold regular ward meetings; 

b) Adhere to and convey Council’s policies to residents and ratepayers; and 

c) Adhere to Council’s Code of Conduct for Councillors. 


6. CUSTOMER CARE POLICY 

6.1 Customer Feedback 

6. T.1 1 The Municipality will, within its financial and administrative capacity, conduct an annual process 
of compiling its budget, which will include revised targets for credit control. 

6.1.2 Council’s Customer Care, Credit Control and Debt Collection Policy, will be available in English 
only and will be made available by general publication and on specific request, and will also be 
available at Council’s offices for perusal. 

6.1.3 Council will endeavour to distribute a regular newsletter, which will give prominence to customer 
care and debt issues. 


6.1.4 Ward Councillors will be required to hold regular ward meetings, at which customer care and 

debt issues will be given prominence. 

6.1.5 The press will be encouraged to give prominence to Council’s Customer Care and Debt issues, 

and will be invited to Council meetings where these are discussed. 

6.2 Handling of Complaints 

6.2.1 Council aims to establish: 

a) A customer care unit; 

b) A centralised complaints database to enhance co-ordination of oomplaints, their speedy 
resolution and effective communication with customers; 

c) Appropriate training for officials dealing with the public to enhance communications and 
service delivery; 

d) Establish monitoring mechanism to ascertain that queries are resolved within timeframes 
as set by service standard chart; and 

e) A communication mechanism to give Council feedback on service, debt and other issues 
of concern. 
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6.3 Metering " 

6.3.1 The Alfred Duma Local Municipality reserves the right to supply electricity to any consumer by 
means of a pre-paid or conventional meter, whichever is deemed more economical. 

6.3.2 The Municipality or its authorised agent must in respect of municipal services that can be 
metered, endeavour to meter all customer connections. 

- 6.3.3 All meters will be read on a monthly basis. If a service is not measured, the Municipality or its 
authorised agent may, determine the amount due and payable by a customer for municipal 
services supplied to him/her in the following manner: 

a) Shared consumption; or if not possible 

b) Estimated / average consumption. 

The consumer has the responsibility to provide access to the metering equipment to the 

municipal official or it agent in order to obtain the meter readings for billing purposes. 

6' 3 ' 4 are entit,ed t0 request verification of meter readings and accuracy, but may be held 

liable for the cost thereof as per Council's approved tariff of charges. “Meter estimation is 
calculated using six months prior data in the following way: 

Total days for the prior six months is totalled (using the applicable actual reading dates) as 

well as he total consumption for the prior six months. The total consumption is then divided by 
the total days to obtain a daily average. 

The daily average is multiplied by the applicable billing days in the current period to obtain the 
meter estimated consumption" 

6.3.5 Customers will be informed of meter replacements as and when needed. 

6.3.6 If a service is metered but it cannot be read due to financial and human resource constraints or 
circumstances out of the control of the Municipality or its authorised agent, and the customer is charged 
for an estimated consumption, the account following the reading of the metered consumption must 
articulate the difference between the actual consumption and the estimated consumption, and the 
resulting credit or debit adjustment. If the meter reading problem cannot be resolved, the credit electrical 
meter will be replaced with a pre-paid electricity meter. 

6.4 Accounts and Billing 

6.4.1 The customer may receive more than one account for different municipal services if they are 
accounted for separately. 

6.4.2 Accounts will be produced in accordance with the meter reading cycle and due dates are linked 
to the statement date. 
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6.4.4 Failure to receive or accept an account does not relieve a customer of the obligation to pay any 

amount due and payable (i.e. it remains the client's responsibility to ascertain any amounts 
payable). 


6.4.5 Accounts must be paid on or before last day of the month. 

6.4.6 Where an account is not settled In full, any lesser amount tendered to and accepted shall not 
be deemed to be in final settlement of such an account. 


6.4.7 Where any payment made to the Municipality or its authorised agent by negotiable instrument 
is later dishonoured by the bank, the Municipality or its authorised agent 

a) Will recover the average bank charges Incurred relating to dishonoured negotiable 
instruments against the account of the customer; and 

b) Shall regard such an event as default on payment, and services will be disconnected 
immediately. 

c) No further cheque payments will be accepted after a cheque is returned by the bank for 
whatever reason. 

) Cost in terms of tariff of charges will be recovered from the cashier employed by the Alfred 
Duma Local Municipality if he or she accepts a post-dated/unsigned or altered cheque. 

6.4.8 The Municipality or its authorised agent must, if administratively possible, issue a duplicate 
account to a customer on request. 


6.4.9 Accounts must contain at least the following: 


The services rendered 

tE SpS'X™ 16 ^ servioes or avera9e ' or es,ima,ed consum e ,l °"- 

The amount due 
property rates payable 
Surcharges 
Value Added Tax 
Any rebates 

The Seim entS ’ * ^ t0 m6tered consum P tion that has been previously estimated. 

The interest payable on arrears 
, The final date of payment 

U? Ad mintetratibn charges"" aPPr ° V6d 38611,8 “ here Payment may be made ' 

o) Payments received. 

p) Period stipulated in the account. 

q) Any subsides:------.___ 


a) 

b) 

c) 

d) 

e) 

f) 

g) 

h) 
0 

j) 

k) 

l) 
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6.4.10 Every refuse tariff will be consolidated with the respective rates account per erf, and provided to 

owner of property, not tenants - CONSOLIDATED ACCOUNTS WILL NOT BE 
UNCONSOLIDATED. 

6.4.11 New services and rates accounts will only be entered into with the owner of the property where 
the services is required, and the installation of a pre-paid electricity meter is compulsory. 

6.4.12 In the event of a spouse passing on, the remaining spouse will not be regarded as a new owner 
for the purpose of paying connection fees and converting to pre-paid electricity with the provision 
that spouse inherit the properly or is the co-registered owner. 

6.4.13 The Municipality may- 

a) Consolidate any separate accounts of a person liable for payments to the Municipality; 

b) Transfer a payment by such a person against any account of that person; and 

c) Implement any of the debt collection and credit control measures provided for in terms of 
the Local Government: Municipal Systems Act 32 of 2000 in relation to any arrears on any 
of the accounts of such a person. 

6.5 Enquiries, Appeals and Service Complaints 

6.5.1 If a customer believes that his/her account is inaccurate, he/she can lodge a query with the 
Municipality for investigation of this account in the prescribed format, as set by the Municipality. 
Where necessary the releva nt alteration s will be effected within 30 days. 

6.5.2 A query or complaint must be accompanied by the payment of the average of the last three 
months’ accounts where history of the account is available or an estimated amount provided by 
the Municipality before payment due date until the matter is resolved. 

6.5.3 The Municipality or its authorised agent will: 

a) Investigate or cause the query or complaint to be investigated; 

b) And, must inform the customer in writing, sms or telephonically of its finding within one 
month after the query or complaint was registered. 

6.5.4 Failure to make such agreed interim payment would make the customer liable for disconnection 
or other normal credit control procedures, together with the applicable fees and converting to 
pre-paid electricity at the owners cost. 
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6.5.5 


- --- 

A customer may appeal against a finding of the Municipality or Its authorised agent in terms of 
section 6.5.1 in writing, on the prescribed form. 


6.5.6 An appeal and request in terms of subsection 6.55 must be made in writing and lodged with the 

Municipality within (twenty-one) 21 days after the customer became aware of such finding 
referred to in section and must: 

s) Set out the reasons for the appeal; and 

b) Be accompanied by any security determined for the testing of a measuring device if 
applicable. 

6-6 Payment Facilities and Methods 

6.6.1 The Municipality or its authorised agent will operate and maintain suitable pay-point facilities 

and these facilities will be accessible to all users for payment of accounts and pre-paid electricity 
purchases. 3 


6.6.2 The Municipality will, a, its discretton, allocate a payment made by a debtor of an amount less 
an the total amount due rn order to service debts. A debtor may not specify that a payment is 
for a specific portion or service of the account. The payment may be allocated to any hand-over 
account for legal collection and the current account disconnected for arrears. 


PRIORITY 

NO. 

<4 

STATUS 

SERVICE - --- 1 

f 

n 

Arrears 

^Sand^peS'^ 68 admWa,rati °" 

2 

.Arrears 

,-AddilionaLDeposjts - 

O 

A 

Arrears 

Sundry Charges - 

4 

c; 

Arrears 

Housing Charges - 

O 

a 

Arrears 

Refuse Charges 

0 

■7 

Arrears 

Rates - 

l 

Q 

Arrears 

Electricity Charges - 

o 

ft 

Current 

^S2and U Sies af9eS "****”* 

y 

10 

A -i 

Current 

Current 

Additional Deposits ' 

Sundry Charges -- 

1 1 

•1 O 

Current 

housing Charges ' - 

12 

A *1 

Current 

Refuse Charges 

lo 

A A 

Current 

Rates 

14 

A C 

Current 

Electricity Charges 

| vat 

Will be allocated in terms of the Vat Act of 1 fifii — 


6.6.3 The Municipality may. with the consent of a customer, approach an employer to secure a debit 
or stop order arrangement. 



Alfred Duma Municipality 


Customer care, Credit Control & Debt Collection Policy 


6.6.4 The customer will acknowledge, in the customer agreements that the use of customer agents in 
the transmission of payments to the Municipality is at the risk and cost of the customer. This is 
also applicable for the transfer time of the payment, and payment will only reflect for credit 
control purposes once credited and receipted to the specified debtors account. 

6.7 Performance Targets 

6.7.1 .Council will create a mechanism wherein these targets are assessed. Council’s performance is 
evaluated and remedial steps taken. 

6.7.2 Income Collection Targets 

Council must create targets that include reduction in present monthly increase in debt, in line 
with performance agreements determined by Council. 

6.7.3 Customer Service Targets 

Council must create targets that would include: 

a) Response time to customer queries. 

b) Date of first account delivery to new customers. 

c) Reconnection time elapse. 

d) Meter reading cycle. 

6.7.4 Administrative Performance 

Council is to create targets that will include: 

a) Cost efficie ncy of debt co llection; 

b) Query and appeal periods; and 

c) Enforcement mechanism ratios. 

7. CREDIT CONTROL POLICY 

7.1 Service Application & Connection 

a) All owners of properties will be required to sign an agreement governing the supply and 
cost of municipal services. The Municipality will progressively consolidate all service 

accounts to the owners account. Pre-Paid Electricity meters will be installed for all new 
connections. 

b) All identified Government properties will be required to enter into a service contract for 
rates and refuse. The contract for rates and services will only be entered into in the name 
of the registered owner by the identified authorised official. 
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a) That any transfer of property to new owners be subject to an installation of a pre-paid 
electricity meter (cost paid by the owner). That any defaulter on the disconnection list, be 
equipped with a pre-paid electricity meter (cost paid by the owner). 

b) Any credit electricity meter, where access to read the meter is restricted by the owner will 
be replaced by a pre-paid electricity meter (cost to be paid by the owner). 

<4 Eaulty credit meters will be replaced with the pre-paid wherever practical (cost to be borne 
by council). 

d) Credit meter customers (residential and commercial) using less than 200 kWh per month 
be replaced with a pre-paid meter at the discretion of the Department of Infrastructure and 
Services (cost to be borne by Council). 

e) Bulk replacement of credit meters is initiated to areas where it is deemed impractical to 
continue reading these meters due to the high concentration of pre-paid meters in 
existence (cost to be borne by council). 

f) Installation of Smart Metering will be implemented by Council. All electricity meters to be 
converted to Smart Metering after a feasibility study is done (cost to be borne by Council). 

g) The electricity meters of domestic customers in Alfred Duma Local Municipality jurisdiction 
area using in excess of 1 000 kWh per month (based on a 12-month average) be replaced 
with smart meters and be placed on a Time of Use tariff (cost to be borne by Council). 

7.1.2 Prior to the signing of these agreements, customers will be entitled to receive the policy 
document of the Council on a request at a cost determined by Council. 

7.1.3 On signing of the agreement, customers will receive a copy of the agreement for their records. 

7.1.4 All identified Government properties wifi be required to enter into a service oontract for rates and 
refuse. The contract for rates and services will only be entered into under the name of the 
registered owner identified by the authorised official. 

7.1.5 In the agreement customers will acknowledge liability for costs of collection, interest, penalties 
and any other cost contained in the by-laws to collect outstanding monies, in the event of late 
payment. 

7.1.6 Existing customer will be required to sign new agreements as determined by the Municipal 
Manager from time to time to update the Municipal records. 

7.1.7 With respect to residential registrations, the owner of the property must produce the following 

_ docume nts: 
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a) Certified copy of identity document or passport 

b) A letter from the transferring attorney confirming ownership or copy of the Title Deed and 
if not available an extract from the Deeds Office be attached to the contract. 

c) Rateable details or rate number of the property if available. 


7.1.8 With respect to commercial registrations the following documents must be produced: 

a ) : Certificate of Registration or Incorporation of the Company, CC, Trust, or Partnership. 

In addition, in the case of company, the CM29; 

b) Certified copy of the identity document or passport of all of the directors, members, 
trustees or owners in the case of a sole proprietor, who would open an account. 

c) Letters of authority in the case of a partnership or sole proprietor. 

d) The Council reserves the right to request personal cashback deposit from one or more of 
the Directors / Members of a company or CC whenever it deems this to be appropriate. 

e) Proof that the business is duly registered as a business levy payer or is exempted there 
from. 

f) VAT registration numbers if applicable. 

g) Proof of ownership of property. 

7.1.9 All commercial and domestic new connections will be in the owner’s name only. 

7.2 Customer Screening and Securities/Deposits 

7.2.1 All applicants will be checked for credit-worthiness. This will include checking information from 

--banks,,credit_bureaus, local authorities, trade cre ditors, emp loyers and referenda supplied by 

consumers. 

7.2.2 Security deposits in cash acceptable to the Municipality will be required, and may vary according 

to the risk. The average cry for new connections will be determined on application for services 
to be rendered. 

7.2.3 Deposits and level of services can vary according to the credit-worthiness or legal category of 
the applicant. 

7.2.4 The Municipality can increase deposits at any time and at the sole discretion of the Municipality 
not to be more than two and half times the monetary value of the most recent consolidated 
accounts for services of the premises for which an application is made. 

7.2.5 An amount deposited with the Municipality shall not be regarded as being in payment or part 
payment of an account due for services rendered. 
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7.2.6 No interest shall be payable by the Municipality or its authorised agent on any deposit held. 


7.2.7 On the termination of the agreement the amount of the deposit less any outstanding amount 
due to the Municipality will be refunded to the consumer on application, meeting all 
requirements. A deposit shall be forfeited to the Municipality if the customer has not claimed It 
within 12 (twelve) months of termination of agreement. 


7.3 Consolidated Accounts 

Customers will receive an accurate bill from the Municipality. Such bill will consolidate all service 
costs for that property, and the Municipality may credit all payments received from such a person 
to any service and order of preference as determined by Council from time to time. 

7.4 Arrears 

The Municipality shall have the right to restrict or discontinue the supply of services or to 
implement any other debt collection action necessary due to late or non-payment of accounts 
relating to any consumer, owner or property. All accounts which are in arrears below R500.00 
will be notified to make the necessary payment, failure to make payment will result in the 

electricity supply being blocked or restricted. If the customer further neglects to payment, the 
electricity supply will be disconnected. 

7.4.1 Electricity supply will be blocked, restricted or disconnected at the discretion of the Municipality 
for any arrears with any service attached to the lot or erf exceeding R500.00 or as decided by 

-_ theCredit Control Action Committee from ti me to time as deemed necessary. 

7.4.2 The Municipality reserves the right to block or withheld a percentage from purchase of electricity 
on the pre-payment system if the account linked to the prepaid meter is not paid by the due 
date. The percentage withheld will be transferred to the said account. 

7.4.3 Interest charged — refer to paragraph 8.1.2. 

7.4.4 Any dispute, concerning any amount charged between the Municipality and the person referred 
to, will result in the same procedures being applied as indicated in paragraph 6.5. 

7.4.5 A staff member of the Municipality may not be In arrears to the Municipality for rates and service 
charges for a period longer than three (3) months, and the Municipality may deduct any 
outstanding amounts from a staff member’s salary after this period. 
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7.4.6 A Councillor may not be in arrears for rates and service charges for a period longer than three 
(3) months. 

7 4.7 Municipal staff and Councillors, excluding employees hired under job creation program, are not 
entitled to benefit from the Indigent Support subsidy whilst employed and if it is discovered that 
a staff member or councillor has benefitted from the Indigent Support subsidy after the date of 
their employment with, the municipality, this will result in disciplinary action being taken against 
the relevant staff member or councillor. 

7.5 Incentives for Prompt Payments 

7.5.1 The Municipal Council may institute incentive schemes to encourage prompt payment. 

7.5.2 Such incentive schemes, if introduced, will be reflected in annual budgets as additional 
expenditure. 

7.6 Right to Access Premises 

7.6.1 The owner and /or occupier of property is to allow an authorised representative of the 
Municipality access at all reasonable hours to the property in order to read, inspect, install or 
repair any meter or service connection for reticulation, or to disconnect, stop or restrict, or 
reconnect, the provision of any service. 

7.6.2 The owner is responsible for the cost of relocating the existing electricity meter if satisfactory 
access is not possible. 

7.6.3 If a person fails to comply with 7.6.1 the Municipality or its authorised representative may: 

a) By written notice require such person to restore access at his/her own expense within a 
specified period. 

b) If it is the opinion that the situation is a matter of urgency, without prior notice restore 
access and recover the cost from such person. 

c) All credit electricity meters without access will be replaced by a pre-paid electricity meter 
at the cost of the owner. 

7.7 Different Categories of Debtors 

Customers will be categorised according to certain classifications based on the type of entity, 
use of services, levels of services, infrastructure requirements and applicable tariffs and risk 
levels. 
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8. DEBT COLLECTION POLICY 

8.1 Responsibility for amounts 

In terms of Section 118(3) of the Systems Act, an amount due for municipal service fees, 
surcharge on fees, property rates and other municipal taxes, Levies and duties is charge upon 
the property in connection with which the amount is owing and enjoys preference over mortgage 
bond registered against the property. Accordingly — 

a) The owner of such property shall be liable for charges incurred in connection with such 
property and all municipal debts must be paid by the owner of such property without 

prejudice to any claim or right of recovery which the Municipality may have against another 
person. 

8.2 Enforcement Mechanisms 

8.2.1 Interruption of Service 

a) Customers who are in arrears with their municipal account and who have not made 
arrangements with Council will have their supply of electricity and other municipal services 
suspended or disconnected on a fourteen (14) days’ notice. A pre-paid electricity meter 
will be installed at the owner’s expense based on the tariffs as set by Council at the 
beginning of the financial year. 

b) Council reserves the right to deny, restrict, or block the sale of electricity to customers who 
are in arrears with their rates or other municipal charges. 

c) Upon payment of arrears, or the conclusion of acceptable arrangements for term payment, 
the service will be reconnecte d as soon as possible - 

i. If paid before 13:00 reconnection will be on the same day (noting emergency power 
failures take preference). 

ii. If paid after 13:00 reconnection will be on the next working day (noting emergency 
power failures take reference). 

iii. If the electricity service (cable or meter) has been removed, it will be treated as a 
new connection, and only be reconnected as soon as possible when all 
outstanding debt is paid. 

iv. The Credit Control Manager has the right to evaluate and reconnect electricity 
supply outside of the above prescribed times in case of emergency as and when 
required, with an after hour reconnection fee applicable. 

d) The cost of the restriction or disconnection, and the reconnection, will be determined by 
tariffs approved by Council, and will be payable by the customer. 

e) The deposit of any defaulter will be adjusted to be brought into line with relevant policies. 
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f) If the tenant of any property is in arrears for sixty (60) days or more with their accounts, 
the electricity and refuse account will be consolidated with the owner’s account and the 
cable or meter (conventional or pre-paid) will be removed. Reconnection will only take 
place once all arrears have been settled and a new contract entered into by the owner. 
The reinstating of the service will be added to the waiting list for services. 

8.2.2 Interest and Penalties 

Interest will be charged in terms of the Local Government: Municipal Systems Act section 75A(b) 
and Local Government: Municipal Finance Management Act sections 64(2)(g) and 97(1 )(e) on 
all accounts not paid by the due date in accordance with applicable legislation, and Council’s 
yearly Budget Resolution. Penalties will be charged on handed over accounts in accordance 
with Council's yearly Budget Resolution. 

8.2.3 Personal Contact 

a) The costs of telephonic contact by (fax, e-mail, SMS or otherwise) whichever is deemed 
most cost effective, will be recovered from the recipient of such notice. 

b) Approved agents’ costs when collecting on behalf of Council calling on clients will be 
recovered from each debtor. 

c) Council will endeavour, within the constraints of affordability, to make personal or 
telephonic contact with all arrear debtors to encourage their payment, and inform them of 
their arrears state, and their rights (if any) to conclude arrangements or to indigence 
subsidies, other related matters and will provide information on how and where to access 
such ar rangements or subs idies. It remains the responsibility^ the customer to provide 
and update contact details. 

d) Such contact is not a right for debtors to enjoy and disconnection of services and other 
collection proceedings will continue in the absence of such contact for whatever reason. 

e) All cost incurred for recovery of arrear debt is payable immediately by the customer/owner, 
before reconnection takes place. 

8.2.4 Legal Process /Use of Attorneys / Use of Credit Bureaus 

Council may, when a debtor is sixty (60) days in arrears, commence legal process against that 
debtor. This process may involve final demands, summonses, court trials, warrant of execution 
judgements, garnishee orders and/or sales in execution of movable and immovable property. 
Government Properties will only be handed over to Legal if all Inter Governmental Relations 
(IGR) process have failed. 

a) Council will exercise strict control over this process, to ensure the accuracy and legality 
within it, and will require regular reports on progress from outside parties, be they attorneys 
or any other collection agents appointed by Council or the in-house legal section. 
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b) Council will establish procedures and codes of conduct with these outside parties 
collecting arrear debt on behalf of Council. 

c) Garnishee orders, in the case of employed debtors, are preferred to sale in execution, but 
both are part of Council's system of debt collection procedures. 

d) All steps in the credit control procedure will be recorded for Council’s records and for the 
information of the debtor. 

e) All costs of this process are for the account of the debtor. 

f) Individual debtor accounts are protected and are not subject of public information. 
However, Council may release debtor information to credit bureaus. This release will be 
in writing or by electronic means. 

g) Council may consider the cost effectiveness of the legal process, and will receive reports 
on relevant matters, including cost effectiveness. 

h) Council may consider the use of agents, and innovative debt collection methods and 
products. Cost effectiveness, the willingness of agents to work under appropriate codes 
of conduct and the success of such agents and products will be part of the agreement 
Council might conclude with such agents or service providers; and will be closely 
monitored by Council. 

i) Customers will be informed of the powers and duties of such agents or service providers 
and their responsibilities including their responsibility to observe agreed codes of conduct. 

j) Any agreement concluded with an agent, product vendor or service provider, shall include 
a clause whereby breaches of the code of conduct by the agent or vendor constitute a 
breach of contract. 

k) On d efau lt by a own er, the tenant will be the debtor of last resort. 

8.2.5 Estate Accounts Collection 

a) The accounts of debtors who are insolvent, under administration or deceased are dealt 
with according to normal legal practices by collection staff of the municipality. 
Unsuccessful claims must be submitted to the Mayor, FPC, EXCO and Council for 
approval to be written off. 

b) Estates without formalised legal status: In numerous cases the head of a household has 
died without leaving a will indicating to whom ownership of the family residence is to be 
transferred upon the event of his/her death or the owner of the property has abandoned 
his/her family to fend for themselves. As these exceptions are not provided for in the 
normal legal practice, the following process will be followed in such cases: 

i. The remaining family must report the situation to the Municipality’s collection office, 
who will require the relevant documentation to be obtained by the family e.g. a 
death certificate, and an order of the local Magistrate or Master of the High Court 
allocating right of ownership to someone of the surviving family in the case of a 
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deceased estate; or an order of the local Magistrate allocating right of ownership 
to someone in the abandoned family. 


c) In all of these cases, extension for the payment of the arrears as at the date of notification 
will be given by the debt collectors of the Finance department, disconnected electricity will 
be reconnected and the remaining family will be expected to pay all amounts levied on 
monthly, current accounts in excess of the amount of the extension until such time as the 
matter has been finalised: This will prevent any further service restrictions or collection 
actions at the residence whilst the family are in the process of legalising ownership of the 
property. 

d) As soon as ownership has been officially allocated by the Magistrate or Master of the High 
Court, the documentation must be presented to the Municipality's collection office, who 
will then change the name of the account to that of the new owner. The new owner will 
also be encouraged to make an arrangement for the payment of the arrears to prevent 
credit control and collection action from being taken by the Municipality. Alternatively, if 
the family qualifies to be registered for assistance in terms of the municipality’s Indigent 

Policy, they may apply for that, and after registration their arrears shall be dealt with in 
terms of that policy. 

e) Unsuccessful claims must be submitted to the Mayor, FPC, EXCO and Council for 
approval to be written off. 

f) This process is intended to accommodate families and child headed households who may 
also qualify to be registered in terms of the Council’s Indigent Policy. 

8.3 Cost of Collection 

All costs of legal processes, including interest, penalties, service discontinuation costs and legal 
oosts (charged at point of hand over through legal processes) associated with credit control are 
for the account of the debtor and should reflect at least the average cost of the particular action. 


8.4 Rates Clearance 

On the sale of property in the municipal jurisdiction, Council shall withhold a rates clearance 
certificate until all rates and service charges are paid in full and final settlement of the relevant 
account as requested for the rates clearance certificate. The conveyancer, seller, and purchaser 
must acknowledge in writing that the seller and purchaser were informed of any arrears prior to 
the two years applicable in terms of section 118 of the Systems Act, and indicate full contact 
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details and identity numbers for the seller and purchaser. Arrears will be for the account of 
the last registered owner. 


Subject to Sections 118(1) and (1A) of the Act, the following shall apply to the issue of a 

Municipal Clearance Certificate for the purpose of effecting transfer of a property to a new owner. 

8.4.1. Assessments 

Application shall be made by the Conveyancing Attorney, in the prescribed format by 
-^providing=toe following information in respect of the property in question: 

a) Present owner of the property 

b) Property description 

c) Physical address 

d) Rates Account No’s 

e) Electricity Account No’s. (Or electricity meter no’s.) 

f) Purchasers details; identity numbers and postal address and purchasers 
domicilium citandi et executandi ; 

g) With respect to Vacant Land, an Affidavit from the seller that the property does not 
have an electricity supply connection and an undertaking from the purchaser that 
should an electricity supply connection be discovered on the property and such 
account is in arrears, then the purchaser accepts liability for such arrears. 

h) Copies of all the accounts must accompany the application. If the relevant 
information is not provided, the application will be returned to the conveyancer. 

8.4.2. Every effort will be made to issue an assessment within five working days of receipt of 
application. Certain delays may be experienced in respect of: 

a) New sub divisions 

b) Pending building plans 

c) Special investigations. 

With respect to the aforesaid, the following is required to be submitted to the consultant 
valuers 

a) A copy of the survey diagrams/general plans 

b) A copy of the sale agreements 

c) A copy of the relevant proclamation notices 

d) Seller contact details; and 

e) Building plans on request. 

Conveyancers will be notified of possible delays 

8.4.3. The assessment shall include the following: 

a) Rates and refuse for three months 

b) Electricity - Actual balance outstanding at date of assessment being approved less 
any deposit on hand. 

c) Other - Actual balance outstanding at date of application. 

d) Municipal Certificate Fee- As per the prescribed tariff. 

8.5 Arrangements for Settlement 

8.5.1 If a customer cannot pay his/her outstanding account in full with the municipality, he/she may 
enter into an extended term of payment with the municipality after the following is done: 

_ a) Signing of surety/arrangement form, 

_b) Signmg~of an acknowledgement of debt form,--- 
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Set 


c) Submitting a copy of the owner/s I.D/s, and/or executorship letter if owner is deceased. 

d) Submitting proof of income 

8.5.2 He/she must pay the current portion of the account in full and a period be set for the outstanding 
amount to be paid as may be determine by the Accounting Officer or the Chief Financial Officer. 

8.5.3 Any arrangement for payment of arrears in terms of this Policy must be negotiated within the 
following framework or as per the provision of clause 6.4.2: 

a) Private Households: 

• An amount equal to 10% of the total outstanding debt shall be payable upfront as deposit. 

• The period of the arrangement shall be determined by the Accounting Officer or the Chief 
Financial Officer, however the debtor shall not be allowed to redeem arrears over a period 
in excess of 12 months. 

• In cases where the debtor indicates that the calculated payment is not affordable, the terms 
of arrangement shall be at the Accounting Officer’s discretion or his authorised 
representative. 

« Once the debtor has entered into an arrangement with the municipality in terms of this policy, 
all credit control actions, including legal processes, will be suspended until the debt is settled 
in full. The debtor will also bear any cost incurred prior to entering into an arrangement with 
the municipality. 

b) Businesses 

• Business directors) must motivate in writing to the Accounting Officer as to why he/she 
should consider a payment arrangement. 

• The Accounting Officer reserves the right to accept or reject any proposed payment 
arrangement. 

• In applying his/her mind on the proposed payment arrangement the Municipal Manager will 
consider the nature of the business, financial & non-financial information and any other 
information deemed relevant at that time. 

• The Accounting Officer may consult the finance portfolio committee before he/she make the 
decision. 

• The terms of arrangement shall be at the Accounting Officer’s discretion or his authorised 
representative. 

• Once the debtor has entered into an arrangement with the municipality in terms of this policy, 
all credit control actions, including legal processes, will be suspended until the debt is settled 
in full. The debtor will also bear any cost incurred prior to entering into an arrangement with 
the municipality. 

8.5.4 If the debtor breaches any material term of an arrangement, the total outstanding balance 
including interest raised on such account, shall immediately become due and payable to the 
municipality and any applicable action to recover the debt in terms of this policy shall be applied 
immediately. 
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8.4.4. The municipality reserve the right to: 

a> S tS n 7 y 2 dePOS " requiren,ent of 8uoh flamer who enter into an arrangement in 
b) Demand that suretyship be completed. 

8.5.5 No arrangement will made for a debtor with electricity consumption arrears unless he/she 
agrees to the conversion to prepayment electricity meter, if and when implemented the cost of 
which, and the total arrears, will be paid off, as Council deems approprSe' eTther by 

a) Adding the debt to the arrears bill and repaying it in full or over arrangement period; or 

b) «^ prepaid eleCtriCi,y C0St ' repayln9 * ' P”^ 88 O' 


8.6 Abandonment of Claims 

8.6.1 The Municipal Manager must ensure that all cost effective avenues are utilised to collect the 
Municipality’s debt. 


8.6.2 There are some circumstances that allow for the valid termination of debt collection procedures: 

a) The insolvency of the debtor, whose estate has insufficient funds; 

b) A balance being too small to recover, for economic reasons considering the cost of 
recovery; 

c) Where Council deems that a customer or group of customers are unable to pay for 
services rendered; 

d) Prescription of debt; 

e) When a debtor with an inactive account cannot be traced; 

f) All reasonable notifications and legal actions to recover the outstanding amount have been 
exhausted. 

g) The amount outstanding is the residue after payment of dividend in the rand from an 
insolvent estate; 

h) It is impossible to prove the debt outstanding; or 

0 The outstanding amount cannot be recovered due to an administrative error by Council. 

8.6.3 The Municipality will maintain audit trails in such an instance, and document the reasons for the 

abandonment in respect of the debt. The schedules setting out particulars of the debt and the 

reasons for abandonment or write off, together with a written request to approve it to be written 

off, must be presented to the Chief Financial Officer for submission to the Mayor, FPC, EXCO 

and Council for approval. 
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9. CUSTOMER ASSISTANCE PROGRAMMES: 

9.1 THE INDIGENT POLICY WILL BE REFERRED TO AS A SEPARATE POLICY FROM 
2016/2017. 


9.2 Rate Rebates 

9.2.1 Property used exclusively for residential purposes may qualify for a rebated rate determined 
annually by Council. 

9.2.2 A rate rebate may be granted according to certain qualifying criteria to social pensioners or the 

receiver of a state disability grant andVor any category of customer, as determined by Council 
from time to time. 

9.3 Rates by Instalments 

Customers will pay the property rates and refuse account monthly, over eleven (11) months at 
no interest, on the condition that there are no rates outstanding in respect of the previous period 
and that the rates are paid in full prior to the next rates cycle. 

9.4 Indigent Subsidy 

The relief conditions for rates and services for Indigent Customers will be stipulated in the policy 
named the Indigent Policy of the Alfred Duma Local Municipality. 

9.5 Relief in certain circumstances 

Council may approve during the yearly budget process relieve for rates and refuse for owners 

who are medically boarded, pensioners and disabled persons and child headed households on 
application. 

10. REPORTING 

10.1 The Chief Financial Officer shall report monthly to the Municipal Manager in a suitable format to 
enable the Municipal Manager to report to Council. This report shall contain particulars on: 

a) Cash flow information for capital and operating accounts, and the combined situation, 
showing Council’s actual performance against its cash flow budgets. 

b) Cash collection statistics, showing high level debt recovery information (numbers of 
customers: enquires; default arrangements; growth or reduction of arrear debtors; ideally 

divided into wards, business (commerce and industry) domestic, state, institutional and 
other such divisions. 

c) Council’s ongoing income and expenditure statements, comparing both billed income and 

cash receipt income, against ongoing expenditure in both the capital and operating 
accounts. 
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10.2 If in the opinion of the Chief Financial Officer, Council will not achieve cash receipt income 
equivalent of the income projected in the annual budget as approved by Council, the Chief 
Financial Officer will report this with motivation to the Municipal Manager who will, if he agrees 
with the Chief Financial Officer, immediately move for a revision of the budget according to 
realistically realisable income levels. 

11. PERFORMANCE EVALUATION 

Refer - Performance Targets, paragraph 6.7. 

12. TERMINATION OF SERVICE OR RESTRICTION 

Refer — Interruption of services, paragraph 8.1.1. 

13. UNAUTHORISED CONSUMPTION / TAMPERING / THEFT OF SERVICES 

13.1 Any person (natural or juristic) found to be illegally connected to municipal services, tampering 
with meters, the reticulation network or any other supply equipment, or committing any 
unauthorised actions associated with the supply of municipal services, as well as theft and 

damage to Council property/infrastructure, will be prosecuted and/or held liable for penalties as 
contained in the Municipal by-laws. 

13.2 Council will immediately terminate the supply of services to such a customer should such 
conduct as outlined above be detected. 

13.3 The total bill owing, -including:—penalties, -assessment of unauthorised consumption-and 
discontinuation and reconnection fees, and increased deposits as determined by Council if 
applicable, becomes due and payable before any reconnection may be approved. 

(a) Household Consumers who are currently owing Tampering charges may enter into a 

payment arrangement with the Municipality. The arrangement criteria for Tampering will 
be as follows: 

(i) 30% down payment as deposit and balance to be paid over 6 months period or 
less including current account, 

(ii) If a consumer indicates that the above payment arrangement is not affordable it 
will be referred to the Accounting Officer to apply his/her discretion taking into 
account the consumer’s financial status. 

(b) Other type of consumers must motivate in writing to the Accounting Officer to enter into 
payment arrangements for Tampering charges. The Accounting Officer reserves the 
right to accept or reject any proposed payment arrangement. 
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13.4 Council will maintain monitoring systems and teams to detect and survey customers who are 
undertaking such illegal actions. 

13.5 Council may distinguish in its penalties between cases of vandalism and/or cases of theft. 

a) Council reserves the rights to lay charges and/or to take legal action against both vandals 
and thieves; 

b) Any person failing to provide information or providing false information to the Municipality 
may face immediate disconnection. 

13.6 The owner of the property remains liable and responsible for all instances of unauthorised 
reconnections and disconnections, tampering, damage or theft of Municipal Infrastructure, and 
services installed in the property. Further, the onus is upon the owner to ensure that tenants on 
the premises or the property refrain from such acts. 

13.7 Unauthorised reconnection of/or tampering with a service supply is prohibited and shall 
constitute a criminal offence that will result in legal action taken against the owner and 
disconnection of municipal services. 

14. IMPAIRMENT OF DEBTORS (PROVISION FOR DOUBTFUL DEBTORS) 

14.1 Accounts receivables are stated in the Annual Financial Statements at the value of billing to 

consumers/ratepayers, less deduction for discounts given of rebates granted less a provision of 
doubtful debts. 

Provision for doubtful debts is made, based on review of all accounts outstanding for a period 
that exceed 30 days^LtheJinancial year end. .Contributions to the provisio n are r ainniat^ m a 
specific debt basis as at the reporting date of the year under review. The contribution to 
Impairment of debtors (provision for doubtful debt) is recognized as an expense in the statement 
of financial performance. When under recovery occurs during the financial year an additional 
contribution for impairment is made at year end. 

a) Consumer debtors (accounts receivable), and other debtors are stated at cost, less a 
provision for bad debt. 

Significant financial difficulties of the debtor and default or delinquency in payments and 
all debt outstanding are considered indicators to determine that debtors are impaired. 

b) In terms with paragraph 62 of GRAP 104, financial instruments: 

An entity first assesses whether objective evidence of impairment exists individually for 
financial assets that are individually significant. 
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c) Consumer debtors are evaluated at the end of each reporting date and impaired as 
follows: 

Management criteria and assumptions for the calculation of debt impairment: 

• Criteria to follow 

o Original interest rate is used (to work out discount rate), 
o 30 days payment terms. 

o- Analysis of accounts per category (billing vs possible time it will take for the amount 
to be fully collected). 

o The total balance as disclosed is collectable in the next financial year. 

* Methodology followed for the calculation of debt impairment. 

o To look at the billing vs payment for one financial year per category of consumer 
debtors. 

o To determine the time it takes to collect a month’s billed amount. 

Per category (in %) 

When identifying irrecoverable debts, special focus is applied to the following categories of 
debtors, although debtor profiling is done for all outstanding debts for a period exceeding 30 
days at the reporting date. 

14.2 Sundry Debtors 

Sundry debtors may be assessed individually like any other debt for impairment, to establish 
whether any evidence exist that they are not recoverable. 

14.3 Sale of immovable property 

To be dealt with in accordance with the terms of each Sale Agreement. 

15. BAD DEBTS 

15.1 Introduction 

In terms of Section 97 (1)(d)(ii) of the Local Government: Municipal Systems Act, Act 32 of 2000 
as amended and the Local Government Municipal Finance Management Act Section 64(f) the 
following policy on writing off the bad debts as irrecoverable will apply. 

15.2 Preamble 

The Municipal Finance Management Act (MFMA) Act 56 of 2003, aims to modernize budget 
and Financial Management Practices in municipality in order to maximize the capacity of the 
municipality’s to deliver services to all residents, customers and users. It also give affect to the 
principles of transparency as required by Section 215 and 216 of the constitution. 
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The Council of the Municipality in adopting this policy on writing off bad debts recognizes its 
responsibilities as set out in Chapter 9 of the Local Government Municipality Systems Act, Act 
32 of 2000 as amended. 

15.3 Vision 

The vision of the policy is to ensure that the debtors of the municipal Council are not over stated 
in the books of the Council. 

To ensure any long outstanding debt is evaluated in order to determine the possibility of realizing 
such income as revenue. 

To ensure that where it is evident that a particular debt cannot be turned into a revenue such 
debt be procedurally regarded as irrecoverable. 

To ensure that the Council of the municipality makes enough provision for bad debts in the 
budget. 


To ensure that outstanding monies which have been outstanding for a long time after all attempts 
have been made in terms of recovering them should then be written off. 

15.4 Statement 

This policy aims to set down principles for the implementation of the writing off of bad debts and 
the provisi on for doubtful debts. 

15.5 Objectives 

The objective of this policy is to provide for: 

• The identification of bad debts during the course of the financial year. 

• The writing off of bad debts will be actioned where possible if prescribed. 

• The proper delegation of powers to the Municipal Manager to write off bad debts up to a 
certain amount. 

15.6 Identification of irrecoverable debts 

When the municipality identifies customers whose debts appear to be irrecoverable even after 
the whole credit control and debt collection process have been followed in terms of trying to 
obtain payment, then such accounts should be regarded as irrecoverable unless: 

Debt collection procedures may be termined under the following circumstances: 

• A balance being too small to recover, for economic reasons considering the cost of recovery. 

• Prescription of debt. 
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• When a debtor with an inactive account cannot be traced by collectors. 

• All reasonable notifications and legal actions to recover the outstanding amount have been 
exhausted. 

• The amount outstanding is the residue after payment of divided in the rand from an insolvent 
estate. 

• It is impossible to prove the debt outstanding. 

^ ! ^f:iThe , outetanding«mount cannot be revocered due to an administrative error by Council. 

• The schedules setting out particulars of the debt and the reasons for abandonment or write 
off, together with a written request to approve it to be written off, must be presented to the 
Chief Financial Officer for submission to the Mayor, FPC, EXCO and Council for approval. 

15.7 Writing off of irrecoverable debts 

Where debts have been identified as irrecoverable the process to be followed for write off is as 

follows: 

The Chief Financial Officer must prepare a list of all these debts showing the following: 

• Consumer details (which is available) 

• Irrecoverable amount broken down by service. 

• Details of procedures followed to recover the debt. (Which in the case of amounts less than 
R500.00 it would be confirmed whether a final demand was sent or not, as according to 
credit control and debt collection policy accounts owing less than R500.00 may not be 
handed over as it is not financially viable). However with regards to amounts above R500.00. 
confirmation of hand over must be given and any other relevant documentation. 

• This list has been completed, an item—to the Executive - Committee of Council must be- 
submitted to obtain a Council Resolution to write off these debts. 

• Reasons for identifying amounts as irrecoverable must be stated. 

• Once Council resolution has been obtained, the Income section must draw journals to write 
off these amounts against the bad debt provision account. 

15.8 Specific write offe 

The Chief Financial Officer may submit a report to Council from time to time for specific 

uncollectable debt transactions such as: 

• Liquidations in terms of section 89 of the Insolvency Act, Act 24 of 1936, 

• Immovable properties bought back by Council 

• Outstanding debts that are older than two years (2) that cannot be recovered during the 
transfer of immovable property, as in terms of section 118(1 )(b) of the Systems Act, Act 32 
of 2000 as amended, 

• A specific debt category, and or 

• Penalties that have accrued in respect of G ove rnmentmitstanding accounts. 
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The report for specific write off must contain the following information: 

• Full customer details, 

• Reasons for each specific write off 

• Amount to be written off must be broken down per service, and 

• Details of procedures already exhausted in attempts to recover the outstanding amount. 

16. ENFORCEMENT OF OTHER LEGISLATIONS & INCONSISTENCIES 

16.1 When interpreting a provision of these By-laws, any reasonable interpretation that is consistent 
with the purpose of the Act as set out in Chapter 9 on Credit Control and Debt collection, must 
be preferred over any alternative interpretation, which is inconsistent with that purpose. 

16.2 The provisions of any By-laws relating to the control of credit by the Municipality are hereby 
repealed insofar as they relate to matters provided for in these by-laws, provided that such 
provisions shall be deemed not to have been repealed in respect of any such Bylaw which has 
not been repealed and which is not repugnant to these By-iaws on the basis as determined by 
the relevant By-laws. 

16.3 If there is any conflict between these By-laws and any other By-laws of the 
Council, these By-laws will prevail. 

16.4 Municipal support of the Policy. 

Each department of the Municipality will support this policy in terms of their 
powers and functions. 


16.5 Refer to paragraph 6.5.3. 

_ Impa i rmen t of Bad debts will be calcul ated through the financia l systems impairment programme 

which will be reviewed on an annual basis. 

16.6 Council may from time to time implement an incentive scheme which may entail writing off of 
certain debts. 

17. DELEGATIONS 

17.1 The Chief Financial Officer be delegated to write off all irrecoverable debts up to the value of 
R500.00. 

17.2 All debts above the value of R500.00 be referred to the Executive Mayor for approval to write 
off as irrecoverable. 
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Urn 

POLICY ADOPTION 

This Policy is adopted and approved by the full Council of Alfred Duma Local Municipality for 
implementation as follows. 

Resolution Number_ 

Approval Date_ 

EFFECTIVE DATE 

This Policy shall become effective as from the following Date:_ 
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PREAMBLE 



Whereas - the municipality receives an equitable share contribution from National Treasury 
annually; 

And whereas'- the National Department of Provincial and Local Government has issued 
guidelines regarding indigent support; 

And whereas - the municipal council wishes to give access to basic services for all of its 
communities; 

Now therefore - the municipal council of Emnamb i th i /Ladysm i th Alfred Duma adopts the 
following: 
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DEFINITIONS 

1 . In this policy, unless the context indicates otherwise - 

‘Basic municipal services’ means a municipal service that is necessary to ensure an 
acceptable and reasonable quality of life that if not provided, would endanger public health 
or safety or the environment. For the purposes of this framework “Basic Municipal Services" 
refers, to j the following^-services rendered and subsidized by municipality: electricity/ 
alternative energy and refuse removal. 

‘Child headed households’ means households headed by a person under the age of 21 
years but with all other requirements for an indigent household as stated in this document. 

‘Consumer 9 means any occupier of premises to which the Council has agreed to provide or 
is actually providing any municipal service, or if there is no occupier, the owner of the 
premises concerned. 

‘Household’ - refers to a house and its occupants regarded as a unit or the people in a 
family or other group that are living together in one house, including biological/foster/adopted 
children. 

‘Indigent’ means any household or category of households, including a child headed 
household, earning less than a combined gross income, as determined by the municipality 
during the compilation of annual budget in terms of a social and economic analysis of its 
area; 

Municipal tarifT means a tariff for a service which a municipality may set for the provision of a 
service to the local community, and includes a surcharge on such tariff. 

‘Occupier’ means any person who occupies any premises or part thereof, without regard to 
the title under which he or she so occupies. 

‘Property’ means any portion of land, of which the boundaries are determined within the 
jurisdiction of the Municipality; 

Defined in terms of MPRA as: 

(a) immovable property registered in the name of a person; 

-4b)—a right registered against immovable property in the name of a person; 
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(c) a land tenure right registered in the name of a person or granted to a person in 
terms of legislation or; 

(d) public service infrastructure. 


‘Property owner’ means a person in whose name property is registered/ the holder of a 
title deed. 

‘Restricted service levels’ - refers to metering and billing system that restricts the 
household’s consumption of free basic service to the predetermined level allocated to a 
particular household. 

2. PURPOSE 

The purpose of the indigent policy is to: 

a) provide basic services to the community within the financial and administrative 
capacity of the municipality; 

b) provide procedures and guidelines for the subsidisation of basic service charges to 
indigent households using the equitable share allocation, received from Central 
Government, and other budgetary provisions; and 

c) ensure affordability by subsidising tariffs calculated in terms of the municipality’s tariff 
policy and by setting appropriate service levels in accordance with the municipality’s 
service delivery plan. 

3. CRITERIA FOR QUALIFICATION 

a) A household, where the combined gross income (excluding foster care grant 
monies) of all the members of the household, over the age of 18 years old, is equal 
to or less than two (2) state pension grant income; 

b) The applicant must be the owner of the property, for which he/she is registering as 
indigent, or an executor of the property for which he/she is registering as indigent 
(relevant documents will be required in this instance); 

c) The applicant should not jointly or severally own more than one property; 

d) The applicant must complete an official application form and provide the required 
documentary proof; 

e) The applicant must give a consent to the municipality to do a credit check through 
any third party to verify the information supplied. 

f) The applicant must reside in the municipal area and may not conduct any 

- commercial or industrial activity from the property; — 
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g) The applicant must be the full-time occupant and may not own any other properly, 
whether within or outside of the municipal area; 

h) The subsidy will only be valid for 12 months, whereafter the applicant then must re¬ 
apply; 

i) The application will be approved by the municipality after the information supplied 
has been verified; 

j) All applicants shall be informed in writing with regard to the outcome of their 
application; 

k) An indigent applicant must immediately request de-registration if his/her conditions 
have changed to an extent that he/she no longer qualifies for the indigent support in 
terms of the criteria set out above; 

l) Council may send officials to the indigent applicant’s premises or household for the 
purpose of conducting an on-site audit of the details provided as well as for indigent 
audit purposes. 

4. EXTENT OF INDIGENT SUBSIDY 

a) Subsidies will be limited to rates, refuse removal and electricity. 

b) The extent of the monthly indigent support granted to indigent households must be 
based on budgetary allocations for a particular financial year and the tariffs 
determined for each financial year. 

c) The source of funding of the indigent subsidy is that portion of the equitable share 
contribution received from National Treasury and any additional provisions made by 
council and provided for in the annual operating budget. 

d) The subsidy will only be credited to the qualifying customer’s accounts until the 
amount provided on the budget has been exhausted. 

e) Annual service charges on the indigent’s account must automatically be converted 
to monthly instalments. 

f) In respect of electricity, all approved beneficiaries for the indigent support 
automatically qualify for Free Basic Electricity on a 20 amps supply under the 
following conditions: 

i. On approval, the conventional electricity meter shall be replaced with a 
prepaid electricity meter; 

ii. Until such time, the conventional meter is replaced with a prepaid electricity 
meter, the applicant shall remain responsible for the consumption charges 
against that conventional electricity meter. 
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iii. Approved indigent registered household must receive 50 kWh free electricity 
token per month provided that monthly average usage is 150 kWh or less. 

g) In respect of refuse removal services, a full subsidy will apply. 

h) In respect of property rates, the applicant will receive a full subsidy. 

i) The accounts of indigent households will be exempted from interest. 

j) In cases where the consumers is/are minor/s due to circumstances, an appointed 
guardian may apply on-behalf of the minor/s until such time that the minor/s are 
allowed to apply in terms section 3 (a) of this policy. 

5. ADDITIONAL INDIGENT SUBSIDY 

a) Council may provide grants in lieu to certain categories of owners of domestic 
properties to alleviate poverty. 

b) Properties categorised as domestic with a market value less to be determined by 
Council annually will qualify for the indigence subsidy. The same benefits will apply 
as for application indigence. This subsidy will only apply if Council can afford the 
rebate for a financial year and write-off of arrears for qualifying households will only 
be approved for rates and refuse charges only. 

c) Council may approve, during the yearly budget process, relieve programmes for 
rates and refuse for owners who are medically boarded, pensioners and disabled 
persons and child headed households on application. 

6. ARREARS ON INDIGENT ACCOUNTS 

a) Upon registration as an indigent household, the outstanding arrears on the account 
of the applicant must be kept pending for a period of up to six months after which it 
may be written off, interest may be calculated on the arrears as contemplated. 

b) If the applicant exits from the indigent support programme within the six (6) months 
period the outstanding arrears, written-off for the financial year concerned, must be 
re-introduced in the account and be subjected to the credit control and debt collection 
policy of the municipality. 

c) Counc i l may from t i mo to t i m e docid e to writo off ind i g e nt arr e ars. No furth e r le ga l 
act i on must b e takon on such ind i g e nt arrears . The debt of an Indigent customer 
may be written-off and taken to Council for noting. 
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7 . NON-COMPLIANCE OF HOUSEHOLDS REGISTERED AS INDIGENT 

a) When the indigent applicant fails to comply with any of the conditions as required this 
policy in order to receive the indigent subsidy benefit, such person will forfeit his or her 
status as a registered indigent customer with immediate effect, and will thereafter be 
treated as an ordinary customer for the financial year concerned. 

b) The onus is on each registered indigent to advise the municipal manager of such failure 
to comply due to the changed circumstances. 

c) The indigent status of an approved indigent customer will be reviewed from time to time, 
at intervals as determined by Council. This could be done by either physical audit or 
external verification check such as ITC - Credit Bureau, an d other means doomed 
appropriate. Department of Labour or any other source of verification. Should the 

requirements not be met, the subsidy for that consumer will be cancelled, terminated 
with immediate effect. 

d) If a registered indigent is found to have provided fraudulent information to the 
municipality in regard to any material condition for registration as an indigent, such 
person shall immediately be removed from the register of indigents, and shall be liable 
to repay the municipality with immediate effect all indigent relief received and debt 
written-off from the date of such fraudulent registration. Moreover, such person may not 
again be considered for indigent relief for a period extending for five years beyond the 
financial year in which the misdemeanour was detected. 

e) Indigent support will be automatically terminated under the following circumstances: 

i. Upon the death of the applicant, unless the executor of the property re-applies and 
meets the qualifying criteria; 

ii. At the end of a financial year; 

Iii. When the indigent applicant disposes of the property, either by sale or by means of 

donation. 

8 . IMPLEMENTATION AND REVIEW 

a) The Accounting Officer shall be responsible for the implementation and administration of 

this policy with the assistance of the Chief Financial Officer in the Department of Finance, 

once approved by Council. 

b) The policy shall be reviewed annually as part of the budget process. 
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Key definitions 

"Accounting Officer"- 
Means the Municipal Manager; 

“Asset" 

Resources controlled by an entity as a result of past events and from which 
future economic benefits or service potential are expected to flow to the entity. 

“Basic Municipal Service" 

Means a municipal service that is necessary to ensure an acceptable and 
reasonable quality of life and which, if not provided, would endanger public 
health or safety or the environment; 

“Carrying Amount” 

The amount at which an asset is recognised after deducting any accumulated 
depreciation and accumulated impair m ent losses._ 

“Chief Financial Officer” 

Means a person designated in terms of section 80(2) (a) of the MFMA; 

“Cost” 

The amount of cash or cash equivalents paid or the fair value of the other 
consideration given to acquire an asset at the time of its acquisition or 
construction or, where applicable, the amount attributed to that asset when 
initially recognised in accordance with the specific requirements of other 
Standards of GRAP 

“Councillor” 

Means a member of a municipal council; 
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"Current year" 

'Means the financial-year, which has already commenced, but not yet ended; 

“Depreciable amount” 

The cost of an asset, or other amount substituted for cost, less its residual 
value. 

Depreciation” 

The systematic allocation of the depreciable amount of an asset over its useful 
life. 

“Fair value” 

The amount for which an asset could be exchanged or a liability settled, 
between knowledgeable, willing parties in an arm’s length transaction. 

"Financial year" 

Means a twelve months period commencing on 1 July and ending on 30 June 
each year 


"Financing agreement" 

Includes any loan agreement, lease, and instalment purchase contract or hire 
purchase arrangement under which a municipality undertakes to repay a long¬ 
term debt over a period of time; 

“GAMAP / GRAP 17” 

The accounting standards applicable to municipalities 
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GAMAP - Generally Accepted Municipal Accounting Practice 
GRAP - Generally Recognised Accounting Practice 

“Heritage assets” 

Some assets are described as “heritage assets” because of their cultural, 
environmental or historical significance. Examples of heritage assets include 
historical buildings and monuments, archaeological sites, conservation areas 
and nature reserves, and works of art. 

“Impairment loss” 

• Of a cash-generating asset is the amount by which the carrying amount of 
an asset exceeds its recoverable amount. 

• Of a non-cash-generating asset is the amount by which the carrying amount 
of an asset exceeds its recoverable service amount. 

“Infrastructure assets” 

These assets usually display some or all of the following characteristics: 

(a) They are part of a system or network, 

(b) They are specialised in nature and do not have alternative uses, 

(c) They are immovable, and 

(d) They may be subject to constraints on disposal. 

Examples of infrastructure assets include road networks, sewer systems, water 
and power supply systems and communication networks. 

“Inventory” 

Are assets: 

(a) In the form of materials or supplies to be consumed in the production 
process, 
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(b) In the form of materials or supplies to be consumed or distributed in the 
rendering of services, 

^ "Held for sale or distribution in the ordinary course of operations, or 
(d) In the process of production for sale or distribution 

"Investment" 

In relation to funds of a municipality, means- 

(a) The placing on deposit of funds of a municipality with a financial institution; 
or 

(b) The acquisition of assets with funds of a municipality not immediately 
required, with the primary aim of preserving those funds; 


“Investment properties” 

Property (land or a building or part of a building - or both) held (by the owner or 
by the lessee under a fi n a nce lease ) t o ea rn rentals or for capital appreciation or 
both. 

"Local community" 

Has the meaning assigned to it in section 1 of the Municipal Systems Act; 
"Municipal Structures Act” 

Means the Local Government: Municipal Structures Act, 1998 (Act No. 117 of 
1998); 

"Municipal Systems Act" 

Means the Local Government: Municipal Systems Act, 2000 (Act No. 32 of 
2000 ); 
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“Long-term debt" 

Means debt repayable over a period exceeding one year; 

"Municipal council” or "Council" 

Means the council of a municipality referred to in section 18 of the Municipal 
Structures Act; (refer to the MSA for definition); 

"Municipality"- 

(a) when referred to as a corporate body, means a municipality as described 
in section 2 of the Municipal Systems Act; or 

(b) When referred to as a geographic area, means a municipal area 
determined terms of the Local Government: Municipal Demarcation Act, 
1998 (Act No. 27 of 1998); 

“MFMA” 

The Local Government: Municipal Finance Management Act (No. 56 of 2003) 

"Municipal Manager" “MM” 

Means a person appointed in terms of section 82(1) (a) or (b) of the Municipal 
Structures Act; 

"Municipal service" 

Has the meaning assigned to it in section 1 of the Municipal Systems Act (refer 
to the MSA for definition); 

"National Treasury" “NT” 

Means the National Treasury established by section 5 of the Public Finance 
Management Act; 

"Official” 
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Means- 

fa) An employee of a municipality or municipal entity; 

— (b)~ ; A* pennon seconded to a municipality or municipal entity to work as a 
member of the staff of the municipality or municipal entity; or 
(c) A person contracted by a municipality or municipal entity to work as a 

member of the staff of the municipality or municipal entity otherwise than 

as an employee 


“Property Plant and Equipment” 

Are tangible assets that: 

(a) Are held for use in the production or supply of goods or services, for rental 
to others, or for administrative purposes, and 

(b) Are expected to be used during more than one reporting period. 

“PT”, “Provincial Treasury” 

Means the Provincial Treasury branch established by section 5 of the Public 
Finance Management Act; 

"Quarter" 

Means any of the following periods in a financial year: 

(a) 1 July to 30 September; 

(b) 1 October to 31 December; 

(c) 1 January to 31 March; or 

(d) 1 April to 30 June; 

“Recoverable amount” 

The higher of a cash-generating asset’s net selling price and its value in use. 
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“Residual value” 

«- ThS-ssf,rfiatediamoant that an entity would currently obtain from disposal of the 
asset, after deducting the estimated costs of disposal, if the asset were already 
of the age and in the condition expected at the end of Its useful life. 


“Useful life” 

(a) The period over which an asset is expected to be available for use by an 
entity, 

or 

(b) The number of production or similar units expected to be obtained from the 
asset by an entity. 

"Vote" 

Means- 

(a) One of the main segments into which a budget of a municipality is divided 

for the appropriation of money for the different departments or functional 
areas of the municipality; and 

(b) Which specifies the total amount that is appropriated for the purposes 
of the department or functional area concerned. 
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Statutory and regulatory framework 

——-^' s policy must comply with all relevant legislative requirements including: 

• The Constitution of the Republic of South Africa, 1996 

• The Municipal Structures Act, 1998 

• The Municipal Systems Act, 2000 as amended 

• The Division of Revenue Act (enacted annual) 

• The Municipal Finance Management Act, 2003 

• The Local Government: Municipal Finance Management Act, 2003 - 
Municipal Asset Transfer Regulations (Gazette no. 31346). 

This policy must comply with the standards specified by the Accounting 

Standards Board. The current relevant recognized accounting standards 
include: 

• GRAP 17 Property Plant and Equipment 

• GRAP 12 Inventories 

• GRAP 103 Heritage Assets 

• GRAP 16 Investment Properties 

• GRAP 31 Intangible Assets 

This policy will be updated annually or whenever legislative or accounting 
standard amendments significantly change the requirements pertaining to 
asset management in general and the administration of property, plant and 
equipment. 

This policy should be read in conjunction with all applicable kzn 232 policies 
including the Supply Chain Management Policy. 
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Asset Management Policy Summary 


| Objectives 

Key principles to be achieved 

The objectives of this policy are to 

• Safekeeping of assets 

ensure that assets are managed and 
accounted for by: 

• Accurate, complete recording of all 
the municipality’s fixed assets 

• Accurate recording of fixed assets 
and related transactions 

• Each departmental manager is 
responsible for the fixed assets in 

• Compliance with municipal 

their department 

legislation and accounting 

standards 

° Asset register must balance to the 

financial statements 

• Compliance with accounting 
policies and standards 

• Fixed assets must be properly 
maintained and insured 

• Providing management information 
on fixed assets 

• The fixed assets register and 
annual financial statements must 

• To ensure Asset Controllers are 

comply with the applicable 

aware of their responsibilities in 

accounting standards and 

regards to assets. 

legislation applicable at the time 

• To set out the standards of physical 


management, recording and 
internal controls to ensure property, 
plant and equipment are 
safeguarded against inappropriate 
loss or utilisation. 


• To specify the process required 


before expenditure on assets. 


• To prescribe the accounting 



19 March 2018 


9 


>s& 

Asset Management Policy 


treatment for assets including: 

- The criteria to be met before 
expenditure can be capitalised as 
an asset, 

The criteria for determining the 
initial cost of the different assets 

The method of calculating 
depreciation for different assets, 

The criteria for capitalising 
subsequent expenditure on assets, 

- The policy for scrapping and 
disposal of assets, 

“ The classification of assets. 


|Key performance areas (strategic intent) 


• Classification of fixed assets 


• Accounting for Property, Plant and Equipment 


• Safekeeping and identification of fixed assets 


• Format of fixed assets register 


• Acquisition and replacement 


• Capitalisation criteria 


• Management and operation of assets 
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• General planned & deferred Maintenance 

• Depreciation of fixed assets 

• Amendment of asset lives and impairment 

• Funding sources and reserves 

• Re-valuation of fixed assets 

• Insurance, loss, damage, theft 

• Disposal and retirement from use 

• Dislosure 
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Classification of fixed assets 


Objectives 

To ensure that fixed assets meeting certain criteria and characteristics are grouped 
and classified together according to regulated guidelines and standards. 

Property, plant and equipment 

The Chief Financial Officer shall insure that all fixed assets are classified as follows 
in the Annual Financial Statements and fixed assets register: 

• Land and buildings 

• Infrastructure assets 

• Community assets 

• Heritage assets 

• Investment property 

• Intangible Assets 

• Leased Assets 

• Housing Development Fund 

• Other assets 
Land and buildings 

This includes property held/used for: 

• The use in the production or sale of goods and services and administrative 
purposes 

• Sale in the ordinary course of business 

• Held for future own use or development 

• Occupied by the municipality or employees 
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• Social services that generate cash flows where the revenue is incidental to the 
actual purpose 


Infrastructure Assets 

In terms of GRAP-1 1A5 these assets usually display some or all of the following 
characteristics: 

• They are part of a system or network, 

• They are specialised in nature and do not have alternative uses, 

• They are immovable, and 

• They may be subject to constraints on disposal. 

Examples of infrastructure assets include road networks, sewer systems, water and 
power supply systems and communication networks. 

Community Assets 

These assets are used by members of the community and include items such as: 

• Community inallsurcentres- 

• Parks and Gardens 

• Stadiums and sports grounds 

Heritage assets 
Fixed assets register 

If no original costs or fair values are available in the case of heritage assets, the 
Asset Manager should record such asset or assets in the fixed asset register at a 
value as determined in terms of the guidance and accounting standards for heritage 
assets. 
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For purposes of compiling the statement of financial position, the existence of such 

entage assets shall be disclosed by means of an appropriate note in the Annual 
Financial Statements. 

Investment property 

Investment property is property (land or a building - or part of a building - or both) 

held by the owner or by the lessee under a finance lease) to earn rentals or for 
capital appreciation or both, rather than for: 

(a) use in the production or supply of goods or services or for administrative 
purposes; or 

(b) sale in the ordinary course of operations. These are investment assets held as 
resources for capital or operational gain 

Accounting and recording 

Investment Property assets will be accounted for in terms of GRAP16 and Initially 
recorded at cost including transaction cost. Following initial recognition the 
investment property will be recognized at fair value reflecting the market 
conditions at the reporting date. An expert valuer may be engaged by the 
municipalit y to undert ake such valuations. 

Transfer to and from investment property will be in accordance with GRAP 12 
inventories orGRAP 17 Property Plant and Equipment whichever is appropriate. 

• If the council of the municipality resolves to construct or develop a property for 

future use as an investment property, such property will be accounted for as 

property, plant and equipment until it Is ready for its intended use and reclassified 
as an investment property. 

Depreciation 

• Investment assets shall not be depreciated, but shall be valued on balance sheet 
date to determine their fair (market) value 

• Investment assets shall be recorded in the statement of position at such fair value 
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4.7.3 Valuation 

• Adjustments to the previous year’s recorded fair value shall be accounted for as 
either gains (revenues) or losses (expenses) in the accounting records of the 
department or service controlling the assets concerned 

• -The. Municipal Valuer shall he engaged by the municipality to undertake such 

valuations 

• Where the council of the municipality resolves to construct or develop a property 
for future use as an investment property, such property shall in every respect be 
accounted for as an ordinary fixed asset until it is ready for its intended use - 
where after it shall be reclassified as an investment asset 

4.7.4 Classification 

An asset will be classified as an Investment property as per the requirements of 
GRAP 16, if it is land (serviced vacant land) it shall fall into this category and (un¬ 
serviced vacant land) to either PPE, Inventory, Heritage or Other applicable 
standards. Land marked for RDP Housing shall be classified as PPE or Inventories 
guided by the requirements of both standards and the intention of Council and not 
investment properties. 


4.6 Intangible Assets 

GRAP 31 defines an intangible asset is an identifiable non-monetary asset without 
physical substance. 

An asset meets the identifiably criterion in the definition of an intangible asset when 
it: 


• Is separable, i.e. is capable of being separated or divided from the entity and 
sold, transferred, licensed, rented or exchanged, either individually or together 
with a related contract, asset or liability; or 

. Arises from contractual rights (including rights arising from binding arrangements) 
or other legal rights (excluding rights granted by statute), regardless of whether 
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those rights are transferable or separable from the entity or from other rights and 
obligations. 


9 Leased 1 Assets 

Leased assets will be treated in terms of GRAP 13 (Leases). 


9,1 Finance lease 

A finance lease is a lease that transfers substantially all the risks and rewards 

incidental to ownership of an asset. Title may or may not eventually be transferred. 

The following are examples of situations which would normally lead to a lease being 

classified as a finance lease, a lease does not need to meet all these criteria in order 

to be classified as a finance lease: 

• The lease transfers ownership of the asset to the lessee by the end of the lease 
term, 

• The lessee has the option to purchase the asset at a price which is expected to 
be sufficiently lower than the fair value at the date the option becomes 
exercisable for it to be reasonabjy^ertain^at the inception of the lease, that the 
option will be exercised. 

• The lease term is for the major part of the economic life of the asset even if title is 
not transferred 

• At the inception of the lease the present value of the minimum lease payments 
amounts to at least substantially all of the fair value of the leased asset 

• The leased assets are of a such a specialised nature that only the lessee can use 
them without major modifications, and 

• The leased assets cannot easily be replaced by another asset. 


I ft | F 1 ii j; i ■ 



Asset MaifagementTolicy 

Any initial direct costs of the lessee are added to the amount recognised as an asset. 
The costs identified as directly attributable to activities performed by the lessee for a 
finance lease are added to the amount recognised as an asset. 

A finance lease gives rise to a depreciation expense for depreciable assets as well 
ijj as finance expense for each, accounting period. The depreciation policy for 
depreciable leased assets shall be consistent with that for depreciable assets that 
are owned, and the depreciation recognised shall be calculated in accordance with 
the Standard of GRAP on Property, Plant and Equipment and the International 
Accounting Standard on Intangible Assets. If there is no reasonable certainty that the 
lessee will obtain ownership by the end of the lease term, the asset shall be fully 
depreciated over the shorter of the lease term and its useful life. 

.9.2 Operating lease 

A lease is classified as an operating lease if it does not transfer substantially all the 
risks and rewards incidental to ownership. 

Lease payments under an operating lease shall be recognised as an expense in the 
statement of financial performance on a straight-line basis over the lease term 

_ un l ess another systematic basis is more representative of the time pattern of the 

user’s benefit. 

10 Housing Development Fund 

In terms of the National Treasury Guidelines from the implementation of GRAP, the 
Housing Development Fund is a statutory fund and must be disclosed on the 
Statement of Financial Position as such. Municipalities should continue operating a 
housing operating account. 

Municipalities should include “old scheme” housing transactions in the Statement of 
Financial Performance, including revenue earned and expenses incurred. New 
expenses, such as the 
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Depreciation of housing rental units and the provision for bad debts, will need to be 
included in the Statement of Financial Performance. This means that the 
transactions of the “old scheme” should be budgeted for in the same manner as 
other activities of the municipality from both an operating and capital perspective. 

When preparing financial statements, the net revenue or expenditure included in the 
municipality’s Statement of Financial Performance will be transferred to the Housing 

Development Fund through the Statement of Changes in Community Wealth. In this 

way, there will be compliance with the housing legislation and the new accounting 
standards. 

4.11 Other Assets 

Other assets will include assets which do not fall within the definitions described 
above, for example: 

• Vehicles 

• Machinery and equipment 

• Furniture and fittings 

• Computer hardware 

4.12 Inventory 

Inventory will be accounted for as per the requirements of GRAP t2 

4.12.1 Housing Stock 

This is rental or housing stock which is not held for capital gain 

• This includes: 

Land or buildings owned or acquired by the municipality with the intention of 
selling such property in the ordinary course of business 


16 | P □ £ c 



Asset Management Policy 


Land or buildings owned or acquired by the municipality with the intention of 

developing such property for the purpose of selling it in the ordinary couree of 
business 

These assets shall be accounted for as inventory, and not included in either 

property, plant and equipment or investment property in the municipality® 
statement of position 

-12.2 Recording 

These Inventory assets will be recorded in a separate section of the asset register 
and maintained as required 

Inventories shall be measured at the lower of cost and net realizable value 

• The cost of inventories shall comprise all costs of purchase, costs of 
development, costs of conversion and other costs incurred in bringing the 
inventories to their present location and condition 

- Any land or buildings owned or acquired by the municipality with the intention of 
selling the property in the ordinary course of business, or any land or buildings 
owned or acquired by the municipality with the intention of developing the 

property for the purpose of selling it in the ordinary course of business, will be 
accounted for as inve ntory _ 

• Where the municipality owns undeveloped land, usually this will be classified as 
property, plant and equipment. Where there is an intention to develop such land 
and to sell or transfer or contract it to a third party it should be classified as 
inventory rather than property, plant and equipment 

• The purchase of land or buildings for resale should be classified as inventory if 

the land or buildings is held for short-term sale in the ordinary couree of 
operations 
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Accounting for Property, Plant and Equipment 
Recognition of property, plant and equipment 

An item of property, plant and equipment will be recognized as an asset when: 

It Is probable that future economic benefits or potential service delivery 
....-associated with the asset will flow to the municipality, 

The cost of the asset to the municipality can be measured reliably, 

The municipality has gained control over the asset, 

Irrespective of the cost If the asset meets the recognition criteria it should be 
recognised as an asset 

The asset is expected to be used during more than one financial year. 

All other acquisitions of property, plant and equipment that do not meet the 
recognition criteria will be expensed. 

Initial measurement 

An item of property, plant and equipment that qualifies for recognition as a non- 
current asset should be initially measured at its “cost of acquisition". 

• This -cost of acquisition- will include all costs required to bring the asset to the 

properworking condition and position for its intended userThese costs usually 
include the following: 

Purchase costs (less any discounts given) 

■ Delivery costs 

■ Installation costs 

Professional fees for architects and engineers 

- Import duties 

- IMon-refundable taxes 

- Site development costs 

■ Contractor fees 
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£.1.3 Donations or exchanges 

Where an item of property plant and equipment is acquired at no cost, or for a 
nominal cost, it will be initially measured at its fair value as at the date of acquisition 
and included in the non-current asset register. 

kl-4 Carrying amount on property plant and equipment 

Subsequent to Initial recognition as an asset, an item of property, plant and 
equipment should be carried at its cost less any accumulated depreciation, subject to 
the requirement to write an asset down to its recoverable amount or any subsequent 
revaluation. 
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51 5 O EMS TO BE EXCLUDED FROM THE FIXFn A S SET REGISTFP Bems 

as deemed and signed off by the Asset Manager, Director Finace or Chief Financial Officer 
shall be expensed upon acquisition due to their nature, value, and susceptibility to breaking 
The Emnambithi/Ladysmith Municipality has in the past identified these items as assets and 
deluded them in the FAR. These items are consumable in nature and should not be included 
rrtheFAR-T-o ertsure-efficiency in the-administratlon of this policy, the items on the exclusion 
r d ° n0t mee * the deflni,ion of assets at ^ municipality and will be expensed when 



Banner 

Calculators 

Clock 

Desk Letter Tray 

Drills flight duty) 

Office Fans (Not Industrial) 

Fire Extinguisher 

Flag Pole 

Garden Furniture 

Heaters 

Kettles 

Computer Keyboard - 


Measuring Wheels - - 

Mirror 

Plastic Assets (Chairs Tables etc) 

Pot plant 

Weight Scale 

. 

Serving tray 

. 

Stationary - Punches 

. 

Stationary - Staplers 

- 

Tile Cutter (light duty) 

- 

TV Brackets 
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movement of fixed assets 


Objectives 

To prevent the loss, damage or theft from the misappropriation or misuse of fixed 
assets owned by the municipality. 

Safekeeping 

Each departmental head shall: 

Be directly responsible for the physical safekeeping of any fixed asset controlled 
or used by the department in question 

Take the necessary steps to ensure the safekeeping of fixed assets under their 
control 

• Adhere to any written directives issued by the Chief Financial Officer in regard to 
the control of or safekeeping of the municipality’s fixed assets 

Identification 

The Chief Financial Officer shall ensure that the municipality maintains a fixed 

asset identification system which shall be operated in conjunction with its fixed 
asset register 

• The identification system shall be determined by the Chief Financial Officer: 

Acting in consultation with the municipal manager and other departmental 
heads 

“ Comply with any legal prescriptions 

Be decided upon within the context of the municipality’s budgetary and human 
resources available 

Every departmental head shall ensure that the asset identification system 
approved for the municipality is properly applied in respect of all fixed assets 
controlled or used in their department 
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6.4 Transfers to another Asset Controller 

6.4.1 Permanent transfers to another Asset Controller 

• An Asset Controller retains managerial accountability and control for a particular 
asset unless; 

Mnother Senior manager agrees in writing to accept responsibility for that 
asset, and 

The Asset Manager endorses the transfer. 

• The Finance Department appropriately amends the Financial Asset register for all 
approved transfers. 

• The new Asset Controller assumes all the accountabilities of the previous Asset 
Controller. 

.4.2 Relocation or Reassignment of Property, Plant or Equipment 

• The Asset Controller must ensure that the asset is appropriately safeguarded for 
loss, damage or misuse wherever it is located. Safeguarding includes ensuring 
reasonable physical restnctlons and delegated management is implemented. 

• The Asset Controller must advise the Asset Manager whenever an asset is 

-permanently relocated or reassigned from_Jhe locatj g n_(or base) or cost centre 

recorded in the Financial Asset Register. 

• The Asset Controller must advise the Asset Manager whenever an asset Is 
temporarily relocated or reassigned from the location (or base) or cost centre 
recorded in the Financial Asset Register. It this case, the Asset Controller must 
also advise the Asset Manager when this asset is returned. 

4.3 Verification 

Every departmental head shall undertake a comprehensive verification of all fixed 
assets under their control: 

* At least once during June of every financial year 

In compliance with the relevant written directives issued by the Asset 
Manager 
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- Report in writing to the Asset Manager in the format determined by the Chief 
Financial Officer all relevant results of such fixed asset verification not later 
than 30 June 

The verification will include the following for assets under their control: 

Ensuring that all assets are bar coded (where applicable} 

- Review the useful lives 

- Review the depreciation method used 

- Assess for condition and possible impairment 
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Fixed assets register 
(b. 5 Objective 

To ensure that all of the municipality's fixed assets are recorded in such a way to 

enable adequate management and accounting for fixed assets 

| 1 Establishment and Management of the Fina ncial Asset Register 

• The Asset Manager will establish and maintain the Asset Register containing key 
financial data on each asset that satisfies the criterion for recognition. 

* Any additional register of database concerning information needed for the fixed 
asset register or asset maintenance needs to be established through the Asset 

| Manager. The Asset Manager will be responsible to ensure that the additional 

| asset registers or databases comply with the naming conventions of the asset 

register and also ensure that the information is aligned and linked to the main 
asset register. The Asset Manager will be responsible to ensure that all the 
information is updated and that no conflict of information exists within the different 
asset registers or databases that exist. 

i 

jS.5.2 Format of the fixed assets register 

| -The fixed assets_registetLshoiild_contain the following for each item of property, plant 
and equipment: 

• Asset category 

• Acquisition dates 

• Clear descriptions of individual items 

• Location 

• Department / service that controls the asset 

• A unique asset identification number/Bar code 

• The original cost / fair value 

• Depredation charge and accumulated depredation 

• Carrying amount 
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9 Method and rate of depreciation 

• Impairment losses incurred during the year 

• Source of financing 

• Insurance arrangements 

• Disposal date and price 

• Date retired form use 

• Re-valued amounts 

Provision of information for the fixed asset register 

Each departmental head under whose control any fixed asset falls shall: 

• Promptly provide the Asset Manager in writing with any information required to 
compile the fixed asset register 

Promptly advise the Asset Manager in writing of any material change which may 
occur in respect of such information 

Recording on the register 

A fixed asset shall be recorded in the fixed assets register, as soon as it is 
acquired__ 

Where the asset is constructed over a period of time, it shall be recorded as 
“assets under construction” until it is available for use, where after it shall be 
appropriately capitalised as a fixed asset 

A fixed asset shall remain in the fixed assets register for as long as it is in 
physical existence 

The following assets not to be included on the Fixed Asset Register due to their 
cost and nature: 

' Stationary items such as (punches, calculators, etc.). 

- Plastic chairs 

Assets attached to building (shelves, etc.) except for air conditioners 

- Office bins 



- Kitchen Appliances 

- Notice Boards 

- Other consumables (With a life span of less than a year) 


An inventory list for such items is kept for audit purposes, and to be treated in 
accordance with GRAP requirements. 


6*8 Carrying value 

All fixed assets shall be earned in the fixed asset register, and appropriately 
recorded in the annual financial statements, at their original cost or fair value less 
any accumulated depreciation 

The only exceptions to this rule shall be re-valued, impaired and heritage assets 
in respect of which no value is recorded in the fixed asset register 

6.8.1 Internal Controls over the Financial Asset Registers 

• Controls around these asset registers should be sufficient to provide an accurate, 
reliable and up to date account of assets under their control to the standards 
specifiedisyihaCtiief financial Officer and required by theAuditor^General.—— 

• These controls will include physical management and recording of all 
acquisitions, assignments, transfers, losses and disposals of their assigned 

assets as well as regular stock-takes and systems audits to confirm the adequacy 
of their controls. 
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Acquisition and replacement of fixed assets 


Objectives 


To ensure fair, transparent and equitable acquisition of fixed assets in terms of 
the supply chain management policy, capital budget and I DP priorities 

* To ensure that fixed assets are replaced when they have exhausted there 
effective service potential 

Acquisition of fixed assets 

The Asset Manager will develop and provide a form to be completed by 
departmental heads for new acquisitions 

Each departmental head will promptly inform the Asset Manager of new fixed 
assets taken into use in the format requested by the Chief Financial Officer 

* Fixed assets should be acquired in terms of the approved capital budget. Any 
deviation from this should be approved by the Municipal Manager and Council. 

Physical Receipting and Management 
Responsibilities of the Asset Controller 

' Tlie Asset Controller must ensure that the purchase of assets complies with all 
municipal polices and procedures 

* The Asset Controller must ensure the all moveable property, plant and equipment 

is duly processed, identified and bar-coded (where appropriate) before it is 
received into their stewardship 

Thereafter, ensure that assets received are recorded on the municipal asset 
register (this will be done by ensuring that the appropriate forms are completed 
correctly and handed over to the Asset Manager). 

The Asset Controller must ensure all moveable assets received into their 
stewardship are appropriately safeguarded for inappropriate use or loss. This will 
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include appropriate control over the physical access to these assets and regular 

stock takes to ensure any losses have not occurred. Any known losses should be 
immediately reported to the Asset Manager 

The Asset Controller will do an annual stock take of property, plant and 

equipment as-part of the annual reporting processes coordinated by the Asset 
Manager 

• The Asset Controller must ensure that property, plant and equipment is 

appropriately utilized these assets for the purpose that the municipality acquired 
them. 

.2 The date of acquisition 

• The date of acquisition of an asset is deemed to be the time when legal title and 
control passes to the municipality. 

• This may vary for different categories of assets but will usually be the point of 
time when the payment for that asset is approved. 

Replacement of fixed assets 

Fixed assets will be replaced when they can no longer deliver the services 
effectively and efficiently 

■ Each departmental head will assess the serviceTpotential of the fixed assets 
under their control annually 

The results of these assessments will be included into each departmental head's 
contribution to the I DP and capital budgeting process 
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8 Capitalisation criteria 

B.1 Objective 

To ensure that only items that meet the criteria and characteristics for fixed assets 
are capitalised as such 

B.1.1 Recognition of fixed assets 

All items that meet the recognition criteria in terms of GRAP 17 will be recognised 
and accounted for as such. 

B.2 Reinstatement, maintenance and other expenses 

B.2.1 Enhancement and rehabilitation costs 

Only expenses incurred in the following shall be capitalised: 

• Enhancement of a fixed asset (in the form of Improved or Increased services or 
benefits flowing from the use of such asset) 

• Material extension of the useful life 

3.2.2 Maintenance costs 

-Expenses incurred in the maintenance-orTemstatement of a fixed asset shall be- 
considered as operating expenses 

8.2.3 Expenses to bring the asset into operation 

Expenses to bring the fixed asset into operation of will be capitalised as part of 
such fixed asset 

• Such expenses may include the following costs: 

- Import duties 

- Forward cover 

- Transportation 

- Installation 
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- Assembly 

- Commissioning 
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Subsequent expenditure on property plant and equipment 

Subsequent expenditure relating to an item of property, plant and equipment that 
has already been recognized should be added to the carrying amount of the asset 
when it is probable that future economic benefits or potential service delivery, in 
excess of the originally assessed standard of performance of the existing asset, 
will flow to the municipality. 

All other expenditure should be recognized as an expense in the period in which it 
occurred. 

• Before allowing the capitalization of subsequent expenditure, the Asset Manager 
must be satisfied that this expenditure significantly: 

- Increases the life of that asset beyond that stated in the asset register, or 

Increases the quality of service that asset beyond the existing level of service, 
or 

Increases the quantity_of services th at asset can provide, or 

Reduces the future assessed costs of maintaining that asset. 

Expenditure that is proposed to be capitalized must also conform to recognition 
criteria for non-current assets and should also be appropriately included in the 
approved capital budget. 

Where it is desired to capitalise future component replacements, refurbishments 
or renewals, then please refer to the section on major components in this policy 



Management and operation of assets 


in 


. J ^ \ r7 t'rrjj* fi f\f/ iC ■, 


Objectives 

To ensure thal the municipality's fixed assets are effectively utilised and maintained 

1 Accountability to manage property plant and equipment 

Each Departmental Manager is accountable to ensure that municipal resources 
assigned to them are utilized effectively, efficiently, economically and 
transparently. This would include; 

Developing appropriate asset management systems, procedures, processes 
and controls for managing assets, 

Providing accurate, reliable and up to date account of assets under their 
control, 

The development and motivation of relevant strategic asset management 

plans and operational budgets that optimally achieve the municipality’s 
strategic objectives. 

Contents of a strategic asset management plan 

Asset Controllers need to manage assets under their control to provide the 
required level of service or economic benefit at the lowest possible long-term 

cost. To achieve this, the Asset Controller will need to develop strategic asset 
management plans that cover: 

Alignment with the Integrated Development Plan 

Operational guidelines, 

Performance monitoring, 

* Maintenance programs, 

- Renewal, refurbishment and replacement plans, 

- Disposal and Rehabilitation plans. 

Operational, financial and capital support requirements, and 
Risk mitigation plans including insurance strategies 
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The operational budgets are the short to medium term plan for implementing this 

strategic asset management plan. 

Reporting on Emerging Issues 

Each Asset Controller should report to the Municipal Manager on issues that will 

significantly impede the assets capability to provide the required level of service or 
economic benefit. 


General, planned and deferred Maintenance 
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0.1 Objectives 

To ensure that fixed asset maintained to a level to ensure that the fixed asset can be 

used efficiently.and services can be effectively rendered to the community by: 

* Planned maintenance 

■ General maintenance 

• Reporting and follow-up of deferred maintenance 

>■2 General and planned maintenance 

Every departmental head shall be directly responsible for ensuring that all assets 
are properly maintained to ensure: 

That such assets provide the desired level of service and,' 

- Attain their useful operating lives 
-2.1 Maintenance planning 

An annual maintenance plan shall be prepared and submitted by each 
~~ departmentalTiead when the capital and operating budgets prepared annually 

A maintenance plan shall be submitted to the council prior to any approval being 
granted for the acquisition or construction of the infrastructure asset concerned 

The departmental head of the department controlling or using the infrastructure 
asset in question, shall annually report to the council at least quarterly) on: 

- The extent to which the relevant maintenance plan has been complied with 

The likely effect which any non-compliance may have on the useful operating 
life of the asset concerned 

An annual maintenance plans should be approved by Council. The extent with 
which the approved maintenance plan is short of the required maintenance to 
maintain the assets to operate at its desired level should be disclosed. The effect 
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of this short planning and the overall asset live cycle cost should be should be 
considered during the approval process. 

10.3 Deferred maintenance 

10.3.1 Disclosure of deferred maintenance 

IMhere is material variation between the actual maintenance expenses incurred and 
the expenses reasonably envisaged in the approved maintenance plan for any 
infrastructure asset the Chief Financial Officer shall disclose the extent of and 
possible implications of such deferred maintenance in an appropriate note to the 
financial statements 

Such note shall also indicate any plans which the council of the municipality has 
approved in order to redress such deferral of the maintenance requirements 
concerned 
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assets at a va,ue in accordance with the rate at which the economic benefits and 
service potential has been utilised 

11 -2 Depreciation 

11.2.1 Assets to depreciate 

All fixed assets, except land and heritage assets, shall be depreciated 

11.2.2 Calculation of depreciation 

• Depreciation will take the form of an expense both calculated and debited on a 

monthly basis against the appropriate line item in the department or vote in which 
the asset is used or consumed 

• Depreciation shall initially be calculated from: 

The day following the day in which a fixed asset is acquired or 

In the case of construction works and plant and machinery - the day following 

- the^day jn which the fixed asset is ±»mughUnta jjse^ until the end of the 

calendar month concerned 

• Thereafter, deprecation charges shall be calculated monthly 

• Depreciation will be included in the annual operating budget 

11.2.3 Rate of depreciation 

• The Asset Manager shall assign a useful operating life to each depreciable asset 
recorded on the municipality’s fixed asset register 

• The useful life shall be determined in consultation with the departmental head 
concerned 
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1.2,4 Depreciation rate 

• The Asset Manager shall depreciate all depreciable assets on the straight-line 

method of depredation over the assigned useful operating life of the asset in 
Question 


1.2.5 Initial determination useful life 

• Each Asset Controller needs to determine the useful life of a particular item or 
class property, plant and equipment through the development of a strategic asset 
management plan that forecasts the expected useful life that asset. This should 

be developed as part of the Pre-Acquisition Planning that would consider the 
following factors: 

- The operational, maintenance, renewal and disposal program that will 
optimize the expected long term costs of owning that asset, 

economic obsolescence because it is too expensive to maintain, 

functional obsolescence because it no longer meets the municipalities needs, 
technological obsolescence, 

social obsolescence due to changing demographics, and 

- legal obsolescence due to statutory constraints. 

• Spares purchased specifically for a particular asset, or class of assets, and which 
would become redundant if that asset or class was retired or use of that asset or 
class was discontinued, must be considered to form part of the historical cost of 
that asset or class. The depreciable amount of such spares must be allocated 
over the useful life of the asset or class. 

2.6 Review of useful life 

The useful life of an item property, plant and equipment should be reviewed regularly 
and if expectations are significantly different from previous estimates, the 
depreciation charge for the current and future periods should be adjusted. 
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Review of depreciation method 
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The depreciation method applied to property, plant and equipment should be 
reviewed regularly, and if there has been a significant change in the expected 
pattern of economic benefits or potential service delivery from those assets, the 
method should be changed to reflect the changed pattern. 


• When such a change in depreciation method is necessary the change should be 
accounted for as a change in according estimate and the depreciation charge for 
the current future periods should be adjusted. 


Componentisation of major portions of assets 

In terms of GRAP 17:53: “Each part of an item of property, plant and equipment with 

a cost that is significant in relation to the total cost of the item shall be depreciated 
separately.” 

• An Asset Controller may, with agreement of the Asset Manager, treat specified 

major components of an item of property plant or equipment as a separate asset 
for the purposes of this policy. 

• These major components may be defined by its physical parameters (e.g. a 
reservoir roof) of its financial param eters (e.g. a road surface). 

• In agreeing to these treatments the Asset Manager must be satisfied that these 
components: 

Have significantly a different useful life or usage pattern to the main asset, 

- Align with the asset management plans, 

The benefits justify the costs of separate identification, 

- It is probable that future economic benefits or potential service delivery 
associated with the asset will flow to the municipality, 

The cost of the asset to the municipality can be measured reliably, 

The municipality has gained control over the asset, 

The costs is above the recognition threshold, and 
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~ The asset * expected lo be used during more than one financial year 

All such decisions and agreements will be confirmed before the beginning of the 
financial year and submitted for approval with the budget. Any amendments will 
only be permitted as part of a budget review. 

• Qnceba. major component is-recognized as a separate asset, it may be acquired, 
depreciated and disposed of as if it were a separate asset. 

• All other replacements, renewals of refurbishments of components will be 
expensed 
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it becomes known that such asset has been materially impaired or improperly 

maintained to such an extent that its useful operating life will not be attained, 
or 

Any other event has occurred which materially affects the pattern In which the 
asset’s economic benefits or service potential will be consumed 


12.3 Impairment of fixed asset value 
12.3.1 Circumstances to fully depreciate fixed assets 

• A fixed asset shall be fully depreciated where: 


Where the value of a fixed asset has been diminished to such an extent that it 
has no ora negligible further useful operating life or value 

Where a fixed asset has been lost, stolen or damaged beyond repair 
- Physically ceased to exist 
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These additional depreciation expenses shall be debited to the department or 
vote controlling or using the fixed asset in question 

12.4 Impairment of fixed assets 

A fixed asset is said to be impaired where the recoverable amount or the 

recoverable service value is less than the carrying amount reflected in the 
accounting record 

• Each departmental head shall annually, judge the useful lives, value and 

impairment of all the fixed assets under their control and submit to the Asset 
Manager 

When such a decline has occurred, the carrying amount should be reduced to the 
recoverable amount 

• The amount of the reduction should be recognized as an expense immediately, 
unless it reverses a previous revaluation in which case it should be charged to a 
non-distributable reserve 

• For asset providing economic benefits, the recoverable amount is the net present 
value of future ownership 

For asset providing future service delivery, the recoverable amount is the 
remaining-proportional t»f its useful life, service capacity or quality of service that 
is not intended to be restored by normal maintenance programs 

2.4.1 Subsequent increase in recoverable amount 

• A subsequent increase in the recoverable amount of an asset, previously written 
down due to a decline in the carrying amount should be written back when the 
circumstances and events that led to the write-down or write-off cease to exist 

and there is persuasive evidence that the new circumstances and events will 
persist for the foreseeable future 

• The amount written back should be reduced by the amount that would have been 
recognised as depreciation had the write-down or write-off not occurred 
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^ ensor© t-hat-flxec^assets^are 


funded in terms of the funding sources available 


• To ensure that funding sources 
fixed asset register and 


are completely and accurately disclosed in the 


Main funding sources 

The mam sources of finance to be used to acquire assets will be as follows 

• Capital Replacement Reserve (CRR) 

• Grants, subsidies and public contributions 

• Revenue contributions 

• Cash surplus 


Capital Replacement Reserve (CRR) 

C h ° U ^ l, mUSt annua ' ,y appr °ve the basis and amounts^rlvhictrcontributions 
should be appropriated to the CRR 

• This appropriation will be done in consideration of the funds available and future 
capital programme 

The CRR funds will be accumulated by: 

- Annual revenue contribution 
Profit on disposal of assets 

When a fixed asset is financed from the CRR an amount is transferred to the 
CRR to Accumulated Surplus equal to the cost thereof 

The balance in the reserve must be cash backed 
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13.1.3 Conditional grants, subsidies, public contributions and donations 

■ Unspent grants are to be accounted for and disclosed in terms of GAMAP/GRAP 
17 

These funds will be cash backed and invested until utilised 

“ The to,e ' eSt eamed from '™®strnents will be Ireated in leans of the conditions of 
the grant 

j13,1.4 Revenue contributions 

Revenue may be used to finance fixed asset items in terms of the approved budget 
|13,1.5 Surplus cash 

• If there is sufficient surplus cash available, fixed assets may be financed directly 
from surplus cash 

Depreciation charges on these assets will not be offset 
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Re-valuation of fixed assets 


14.1 Objective 

Accurate re-valuatlon of fixed assets where the re-valuation model is used 


14.1.1 Re-valuation process 

All land and buildings recorded In the municipality's fixed asset register shall be 
re-valued with the adoption by the municipality of each new valuation roll 

The Asset Manager shall adjust the carrying value of the land and buildings 
concerned to reflect In each Instance the value of the fixed asset as recorded in 

the valuation roll, provided the Asset Manager is satisfied that such value reflects 
the fair value of the fixed asset concerned 

• Re-valued fixed assets shall thereafter be depreciated on the basis of its re- 
valued amount 


4.1.2 Re-valuation reserve 


The Chief Financial Officer shall create a revaluation reserve for fixed assets that 

have been re-valued equal to the^Jitference-between-the value as recorded in the 

and/or determined by a qualified valuer and the carrying value of the fixed asset in 
the asset register. 


4.1.3 Depreciation of re-valued property 


• The fixed asset concerned shall, in the case of buildings, thereafter be 

deprecated on the basis of its re-valued amount over its remaining useful 
operating life 

The increased depreciation expenses must be budgeted 
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Insurance, loss, damage, theft 


ft 5.1 Objective 


hs. 


.3 


To ensure ttet municipal fixed assets are adequately Insured and adequate records 
are kept of loss, damage and theft. 

2 Insurance of fixed assets 

• insured^ FinanC ' a ' Sha " ^ *" "* 8d asse,s are adequately 

• The municipa, manager shall recommend to the council of the municipality, after 
consulting wrth the Chief Financial Officer, the basis of the insurance to be 
applied to each type of fixed asset: either 

- The carrying value or 

- The replacement value of the fixed assets concerned 

• Such recommendation shaii take due cognisance of the budgetary resources of 
the municipality 

• The Chief Financial Officer shall ensure that insurance cover Is sourced in terms 
of the supply Cham management policy of the municipality 

• The Chief Financial Officer shaii annually submit a report to the council of the 
municipality for approval on any reinsurance cover which It is deemed necessary 
to procure for the municipality’s self-insurance reserve 

Loss, damage, theft of fixed assets 

• Every departmental head shall promptly report every incident of loss, theft 
estructxjn, or material impairment of any fixed asset controlled or used by the 

department in writing to the Chief Financial Officer and; 

• In cases of suspected theft or malicious damage to municipal be reported to the 
South African Police Service 

’ Ea h ° h *^ rtmental head sha " P re P are d a schedule of loss, damage and theft and 
submit it to the Chief Financial Officer annually by 30 June 
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The Asset Manager will then reconcile this information to the insurer's schedule 
and collate it into a report for external audit 
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Disposal and retirement from 


use 


6.1 Objective 


To ensure that disposal and transfer of ownership of any fixed asset shall be fair 
Policy awl regulation's. ^ *«* Chai " 

Municipal asset transfer regulations 

The municipality will comply with the Local Government: Municipal Finance 
Man gemen, AC, 2003 - Municipal Asset Transfer Regulations (Gazette no 313^ 

:cr “ or —-■ -- - -y 3 z 

• The Disposal Committee will meet to discuss which assets to dispose of 

• The Accounting Officer must induct a pubiic participation process for the 
disposal of assets greater that 5% of the total value of assets 

Council must authorise the public participation process 

• The municipal council must.wben considering any proposed trensfer or disposal 

take into account the following: “— pa aL — 

' later date ^ CaP " a ' ** ^ th<S municipali ^ own use at a 

■ The expected loss or gain that is expeCed to result from the proposed 
transfer or disposal 

extent to which any compensation to be received In respec of the 

proposed trensfer or disposal wiil result in a significant economic or financial 
cost or benefit to the municipality, 

- The risks and rewards associated with the operation or control of the capital 
“ ' S '° ' ran8fe ' red ° r d « ° f —on to the municipality's 
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The effect that the proposed transfer or disposal will have on the credit rating 
of the municipality, its ability to raise long-term or short-term borrowings in the 
future and its financial position and cash flow; 

Any limitations or conditions attached to the capital asset or the transfer or 

disposal of the asset, and the consequences of any potential non-compliance 
with those conditions; 

The estimated cost of the proposed transfer or disposal; 

The transfer of any liabilities and reserve funds associated with the capital 
asset; any comments or representations on the proposed transfer or disposal 
received from the local community and other interested persons; 

Any written views and recommendations on the proposed transfer or disposal 
by the National Treasury and the relevant provincial treasury; 

The interests of any affected organ of state, the municipality's own strategic, 

legal and economic interests and the interests of the local community; and 

compliance with the legislative regime applicable to the proposed transfer or 
disposal. 


jl 6.3 Disposal of fixed assets 

• E ach departmental head shall report in writing to the Asset Manager annually on 

all fixed assets controlled or used by the department concerned on which fixed 

assets they wish to dispose of by public auction, public tender or writeoff by 30 
June each year 

• Each departmental head must take the necessary steps to ensure that all 

obsolete or damaged assets are disposed of in an appropriate and approved 
manner. 
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recommendation by 30 April of each year 

The Asset Manager will then consolidate all such mnort. w 
recommendation to Council for approval. ^ 3 

Valid reasons for the writing-off of fixed asspt* choii k *u 

destruction, incorrect capitalizations or material impairrrrent of ttNMtaflxedassetg^ 

-4.1 Accounting treatment on Disposal 

I * tUT ? roPGrty ’ Plan ‘ and equipment shou « be eliminated from the balance 

E-~==rr^": 

. *. u carrying Bmount t)f the asset anri 

Shouw be recognized as revenue or expense In the income statement. 

<6.4.2 The Supply Chain Management Policy 

"" ta " « - -be 

y supply Chain Management policy” which spt«s «,,♦ ■ 

■Dispose, Management- under the fo,tawing headings: ^ m9n,S * 

Disposal and letting of the municipality's assets and, 

Evaluation of offers for disposal and letting of assets 
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Accounting and financial statement disclosure 

Fixed assets should be disclosed and accounted for in terms of GAMAP/GRAP 17 
as applicable 

Objective 

To ensure that financial statement disclosures for fixed assets to be done in terms of 
GAMAP/GRAP 17 as applicable 

Detailed disclosure requirements 

• The Chief Financial Officer must ensure that relevant and current GAMAP/GRAP 

17 accounting standards are applied for the disclosure of fixed assets on the 
financial statements 

• The financial statements should disclose, in respect of each class of property, 
plant and equipment classified under the categories of Land and buildings, 
infrastructure, community, heritage, investment properties, Intangible, leased, 
housing development fund and other assets: 

The m easurement bases used for determining the gross carrying amount. 
When more than one basis has been used, the gross^carrying amount for that 
basis in each category should be disclosed. 

- The depreciation methods used. 

The useful lives or the depreciation rates used. 

- Depreciation charged in arriving at net surplus or deficit for the period. 

The gross carrying amount and the accumulated depreciation at the beginning 
and the end of the period. 

A reconciliation of the carrying amount at the beginning and end of the period 
showing: 

(i) additions 

(ii) disposal 
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(iii) acquisition through business combinations 

(iv) increases or the decreases resulting from revaluations 

(v) deductions in carrying amount 

(vi) amounts written back 

(vii) depreciation 
(xi) other movements 

• The financial statement should also disclose: 

Whether or not, in determining the recoverable amount of items of property 

plant and equipment expected future cash flows have been discounted to 
their present values. 

The existence and amounts of restrictions on title and property, plant and 
equipment pledged as security for liabilities. 

The accounting policy for restoration costs relating to items of property, plant 
and equipment. 

- The amount of expenditures on account of property, plant and equipment in 
the course of construction, and 

- The amount of commitments for the acquisition of property, plant and 
equipment. 

’ Wh6n items of pr0perty are « ^valued amounts, the financial statements 
should disclose: 

• The basis used to revalue the assets. 

- The effective date of revaluation. 

Whether an independent valuer was involved. 

The nature of any indices used to determine replacement cost. 

- The canying amount of each class of property, plant and equipment that 

would have been included in the financial statements had the assets been 
carried at cost less depreciation. 
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- The revaluation surplus, detailing the movement for the period. 

The portion of the depreciation charge relating to the revaluation. 

18. INFRASTRUCTURE ASSET EUL POST MERGER 


7 - Indaka Local municipality Fi 11 

in da It a Local Municipality" K ~ 


The useful lives of items nf nmnar+i, a , ——- 

f ,, .— 

follows: 

Item — 

, H'UMI ana equipment have been assessed as 

Average useful life 

Lana 

Buildings 

Hant and machinery 

Furniture and fixtures 

Infinite - 

15-30 years — 

10-15 years — 

5-/ years — 

Motor vehicles 

-- 

5-7 years 

Office equipment 

Computer software 

Infrastructure 

3-7 years 

3-5 years 

---Jr-Koaas Gravel 

-3^Zvears- 

Y Roads Premix 

10-15 years - 

20-30 years 

Y Storm Water 


Tgble2:Mnambithi Im eul dptnik 


Y iibii . ___ 1 " ^ /y| *- UL - /UIIS 

—*--- Mrcanihllhl/i e -——i 

Details 

Years 

r. ****** i nt ip a riiy 

Details 

Years 

Infrastructure 


Other 


Roads and Pavina 

5-100 

Buildings 

1 n cn 

Pedestrian Malls 
Electricity 

Water 

Sanitation 

Housing 

Stormwater 

20 

10-50 

10-100 

10-100 

30 

25-120 

Specialised Vehicles 

Other Vehicles 

Office Equipment 
^Furniture and Fittinas 

Watercraft 

Bins and Containers 

1U-OU 

r 3-20 

3-20 

3-20 

10 

15 

5-10 



3W.I 

Wl MilncmmU'iir !■ 


Communffy 




Buildings 

10-50 

Specialised Plant and fquip-r^nl 

"i L } t 

Recreationol facilities 

10-TOD 

_Other Hems or PJoni and Eouinm^ni 

.1 r J 

£, i Jr 

l Security 

3-5 y^qrs 

Land filr Silas 

1 o 

15 
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I MAJOR G 


UIM/1D r 

91 t 

.. 

IS 

MAJOR GROUP 

IWIPIUK u 

CODE 

■■ 

GROUP 

CODE 

is 


32000 

IE 

IE 


30000 

'J 1 ncr\ 

STRUCTURES 

(INFRASTRUCTURE) 

32000 

ROADS 

NETWORK 

32102 

IE 

OTHER 

structures ' '— 

. (INFRASTRUCTURE) 

32000 



In 

IBB 

32000 






30000 

32000 

ROADS 

NETWORK 

32105 

30000 

nan 

32000 



30000 


32000 

ROADS 

NETWORK 



Hum 

32000 

ROADS 

NETWORK 



uintK 

STRUCTURES 
(INFRASTRUCTURE) 
OTHER - 

32000 






30000 

STRUCTURES 

(INFRASTRUCTURE) 

32000 

ROADS 

NETWORK 

32110 B 

V\ 

30000 

OTHER 

STRUCTURES 

(INFRASTRUCTURE) 

32000 

■ 1 


30000 

OTHER 

STRUCTURES 

(INFRASTRUCTURE) 

32000 

ROADS 

NETWORK 

32112 B 

Cl 

30000 

" 

OTHER 

STRUCTURES 
[INFRASTRUCTURE) " 

32000 

STORM WATER 
NETWORK 

32201 SI 

ni 

m 

OTHER 

STRUCTURES 

INFRASTRUCTURE) 

OTHER 

32000 

STORM WATER 
METWORK 

32202 ST 
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BRIDGES VEHICLE TIMBER 
BRIDGES PEDESTRIAN CONCRETE 
BRIDGES PEDESTRIAN STEEL 


30000 | STRUCTURES | 32000 

(INFRASTRUCT URE 
, OTHER 

30000 J STRUCTURES | 32000 

(INFRASTRUCT URE 
OTHER 

STRUCTURES I 32001 

(INFRASTRUCTUR E 
, OTHER 

30000 | STRUCTURES I 32000 

(INFRASTRUCTUR Fl 

OTHER 

STRUCTURES I 32000 

(INFRASTRUCT URES 
, OTHER 

30000 | STRUCTURES I 32000 

(INFRASTRUCT URES 
, OTHER 

30000 | STRUCTURES [ 32000 

(INFRASTRUCTUR ES 
„ OTHER 

30000 | STRUCTURES I 32000 

(INFRASTRUCTURE S 
, OTHER 

30000 [ STRUCTURES 

_TU6TURE) 

, OTHER 

30000 | STRUCTURES I 32000 

(INFRASTRUCT URES 
, OTHER 

30000 | STRUCTURES I 32000 


NETWORK 

STORMWATER 
NETWORK 

STORM WATER 
NETWORK 

STORM WATER 
NETWORK 

STORM WATER 
NETWORK 

STORM WATER 
NETWORK 

STORMWATER 

NETWORK 
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NETWORK 

STORM WATER 
NETWORK 
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NETWORK 

STORMWATER 

NFTWORK 


32203 


32204 


32205 


32206 


32210 


32211 


32212 


32213 


32214 


32215 


32216 


STORM WATER DRAINS EARTHWORK! 
STORM WATER DRAINS CONCRETE 


STORM WATER CATCH PITS 
STORM WATER PIPES 

STORM WATER ATTENUATION PONDS 

STORM WATER OPEN CHANNELS 
LINED 

STORM WATER OPEN CHANNELS 
UNLINED 

STORM WATER PUMP STATIONS 
BUILDINGS 

STORM WATER PUMP STATIONS CIVIL 

VVUr\|\v> 

STORM WATER PUMP STATIONS 
ELECTRICAL j 
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1- INTRODUCTION 


-msKSkSSt 1 s=ssw 


2 objectives of POLICY 

The objectives of the policy are to: 

E wraSzS^“^ y Pr0CUred by *• mU " icipali * in accordan ce 
“ of n LTeSre“ iPalltV haS " d ”"*** an affecflve P*** «* 

2.3 Ensure that sufficient petty cash is available when required. 

2.4 Ensure that the items required to be procured are approved petty cash items. 

3 - LEGISLA TIVE framework 

The legislative framework governing petty cash are: 

3.1 The Local Government Municipal Finance Management Act, Act 56 of 2003. 

32 n!h?- kT' 0 *'? 1 Supp,y Chaln Management Regulations Requlation 86ft 

published under Government Gazette 27636, 30 May 2005.’ 9 ° 868 ’ 

3.3 The municipal supply chain management policy. 

4 - PETTY CASH PURCHASFS 

4.1 The executive director financial services must delegate personnel from the 

expenditure section in the treasury office and the supply S manMemlm 
unit to keep petty cash registers and make petty cash payments uD 9 fn tho 
maximum amount as allowed per transaction. Wnenl * up to the 

42 raoooSvATMudS 10 purchases up to a 'ransaction value of 




4.3 Petty cash purchases may not deliberately be broken up over two (2) or more 
transaction claims or be split over more than one (1) day for the same items 
in order to fall within the determined threshold of R2 000.00 VAT included. 

4.4 Departments may only spend up to a maximum of R 10 000.00 per month 
utilizing petty cash. 

4.5 To limit the risk of cash handling and misuse of petty cash, purchases to a 

maximum amount of R1 500,00 will be paid by EFT subject to the followina 
conditions: a 

(a) Such payments will only be for reimbursement expenditure incurred by 
officials with his/her own funds. 

(b) No claims will be accepted if payment is to be paid directly to a supplier. 

(c) Proof of payment of such expenditures must be provided with each claim. 

(d) Claims will only be dealt with at the Budget and Treasury Office - 
Expenditure Section and not at the Supply Chain Management Unit. 

(e) Claims must be submitted to the accountant expenditure. 


5 approved l ist of PETTY CASH PURCHASES 

5.1 Approved items for petty cash purchases, but not limited: 

(a) Bouquets and flowers utilized for official purposes; 

(b) Tollgate fees for municipal vehicles within the Alfred Duma Local 
Municipal area. Only the Mayoral Office is authorized to use petty cash 
for fuel and tollgate fees outside of the Municipal area in certain 
circumstances which must be motivated and approved by the Chief 
Financial Officer. 

(c) Refreshments and catering / entertainment; 


(d) Purchases of an urgent nature where it is impractical to follow the official 
procurement process; and/or 

(e) Materials for urgent repair work not kept or not available at the municipal 
stores; 

(f) Ad hoc stationery items; 
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(g) Refreshments and catering; 


(h) Materials of special nature only available at specific suppliers; 

(0 procurernen^prcicess 6nt " a,Ure WhW ® '* iS impracticalt0 follow the offidal 
5.2 Departments may not utilize the petty cash for the following items: 

(a) Approved store items which are kept at the municipal stores; 

(b) Any items which can be classified as assets (inventory items) for 
example, calculators, memory sticks (USB); tools etc.; 


(c) Subsistence and travel claims; 

(d) glasses 6 etc Pment ^ d ° thin9 SUCh 3S c,othes ’ ear Protectors, safety 


(e) Wages or labour for contract work which may or may not include material; 

(f) Books, magazines and newspapers, except for the Libraries 


(g) Any fuel purchases, except as per 5.1 (b) above; 


(h) Parts/materials for vehicle repairs, is only allowed by the Fleet Section 
except for tyre punctures for municipal vehicles which is allowed for all 
departments when necessary, utilizing a register service provider on the 
municipal database; and nuie 


(i) Parking expenses 


5.3 


Petty cash specified in 5.1(i) above must be approved by the Chief 
Financial Officer or delegated senior official prior to the transaction. 


6. SAFEGUARDING 


6.1 


6.2 


Petty cash is to be safeguarded in lockable cash boxes by all departments 
and after houre° Cked When n0tUSe during "G 1 ™ 81 business hours 

petty cash official ,^ b ° X mUSt ba srfeguanded b * the legated 
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TRANSFER OF PETTY CASH AND KEYS 


7.1 When petty cash is transferred to another delegated official, the petty cash 
must first be reconciled and be verified by both officials before it is officially 
handed over. The new official must sign for the petty cash as well as for 
the keys to the petty cash. 

7.2 The spare keys of the petty cash box must be kept with the respective 
Executive Director for the department. 


8. OTHER 


8.1 The maximum amount of petty cash allocated per Department and Section 
will be determined from time to time by the Municipal Manager and Chief 
Financial Officer, based on the operational requirements of the municipality 
and the risk of safeguarding petty cash. 

8.2 When the amount petty cash is increased, the accountant expenditure 
must draw a cheque for the relevant Department and Section. 

8.3 The responsible official must sign for the acceptance of the increased cash 
amount together with the accountant expenditure. 


9- PETTY CASH REPLENISHMENT 

9.1 Petty cash replenishments will be done once the claims have been 
submitted to the Department Budget and Treasury with the necessary 
documents. 

9.2 A proper petty cash register must be kept where each disbursement of 
petty cash transactions are recorded. 

9.3 The minimum detail to be recorded in the petty cash register is: 

(a) department name; 

(b) cost centre (vote) to allocate petty cash transaction; 

(c) name of supplier; 

(d) date; 

(e) amount issued; and 

(f) name of person 


Alfred Duma Local Municipality^- Petty Cash Management Policy 


“Page 6 



9.4 The petty cash register with all signed petty cash vouchers, receipts or 
slips must be attached to the request for payment. Only delegated 
signatories may sign the petty cash vouchers as determined in the 
Delegations Register. 

9.5 The Department. Budget and Treasury will verify the submitted information 
and process the cheque for replenishment within seven (7) working days. 
The cheque is only to be made out to “Alfred Duma Local Municipality" and 
must be signed for by the relevant department and may only be cashed at 
the Cashiers in the Rates Hall of the Municipality. 


10. DISBURSEMENT OF PETTY CASH 

10.1 All petty cash disbursements must be completed on the prescribed petty 
cash voucher, authorized by the delegated official of each department as 
approved by council in terms of the delegation of authorities. 

10.2 The authorized official must ensure that funds are available in the budget 

prior to the submission of claims. 

10.3 An invoice or an original receipt, clearly indicating it has been paid must 
support the petty cash voucher. 

10.4 The authorized official or delegated person must sign for the acceptance of 
the petty cash monies and ensure that the monies are correct. 

10.5 In the case where a petty cash advance was granted, the recipient of the 
advance must bring the invoice and/or original receipt within two (2) 
working days from receipt of the advance to the petty cash official from 
when he/she received the cash advance. 

10.6 Where proof of expenditure could not be provided on petty cash advances 
within the prescribed period, the advance may be deducted from the 
respective employee’s salary. 


11. SHORTAGES AND LOSSES 

11.1 The holder of the petty cash will be held accountable for losses and 
shortages unless there is physical evidence of a break-in and no act or 
omission on the part of the relevant official contributed to the loss. 

11.2 In the event of identified shortages and/or losses it must be reported 
immediately to the relevant Head of Department and to the Department 
Budget and Treasury and be paid in by the holder of the petty cash. 
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12 . 


INTERNAL CONTROLS 


12.1 Petty cash funds and vouchers must reconcile at all times to the amount of 
petty cash held be each custodian. 

12.2 Surprise petty cash audits must be done by the Internal Audit Section 
throughout the financial year. 

12.3 Petty cash reconciliations with the general ledger must be reconciled 
before 30 June of each year. 

12.4 The petty cash reconciliations must be verified by the Manager Financial 
Statements for audit purposes. 


13. REPORTING 

A monthly reconciliation report, including the total amount of petty cash 
purchases for that month, must be prepared by the petty cash holder and kept 
on file for audit purposes. 

14. GENERAL EXCLUSIONS 

No official may receive any form of reward by utilizing petty cash, in the form of 
club points, etc. when purchasing from such participating service providers. 


15. REVIEW 


This policy will be reviewed annually to be in line with municipal practices and 
legislation. 


Alfred Duma Local Municipality — Petty Cash Management Policy 


Page 8 




fa *acute ^ 



SUMMARY OF PROPOSED CHANGES - PROPERTY RATES 
POLICY 2019/2020 

Red = Inserted 
St r i k e through = Deleted 

PgJO 


Should a property be categorised incorrectly during a prior general valuation process, the 
Revenue Section would require confirmation from the Municipal Valuer in writing to pass a 
Credit Note from an effective date of the previous General Valuation which will result in all 
interest, service charges and rates that have been levied incorrectly on the owner account to 
be reversed. The supplementary valuation processes effected by the Valuation Section in 
respect of corrections or amendments to a valuation or category to a property in terms of the 
Act can only be effected and back dated with effect from the current implemented General 
Valuation. 




PROPERTY RATES POLICY 


2019/2020 






Contents 

1. Abbreviations . 

2. Definitions . 

3. Introduction . 

4. Objectives . 

5. Resolutions Promulgated . 

Rates and Categories . 

7. Reductions . 

8. Rebates upon Application .... 

9. Impermissible Differentiation . 

Management of Property Rate Shock . 

1L Liability for Payment of Rates . 

12 . Rates Account and Annual Assessment Notices 

13. Payment . 

14. Recovery of Arrears . 

15. Incentives . 

16. Valuation Rolls . 

1L Relevant Dates Relating to the Valuation Rolls ... 
18. Validity Period of this Policy . 



.3 

...4-5 

. 8 

. 8 

. 8 

..8-7 

.7 

. 10 

10-8 

.10 

. 11 

11-9 

.12 

.12 

....12 

....12 

....13 

....13 


2 





















1. Abbreviations 


Constitution 

The Constitution of the Republic of South Africa 180 of 1996 

Council 

Alfred Duma Local Council - 

ITB 

Ingonyama Trust Board 

ITB land 

Land administered by the Ingonyama Trust Board 

MFMA 

it Jinn a 

Local Government. Municipal Finance Management Act 56 of 2003 

MPRA 

i j. .ii- i 4i 

Local Government. Municipal Property Rates Act 6 of 2004 

Multiple use properties 

Properties used for multiple purposes as considered in s9(b) of MPRA 

Municipality 

The Alfred Duma Local Municipality 

PBOs 

nrvrt — ■ 

Public Benefit Organisations 

PSP 

Public service purposes — 

Structures Act 

Municipal Structures Act 117 of 1998 

Systems Act 

Municipal Systems Act 32 of 2000 




2. Definitions 


Any wording in this policy, if included in the definitions as listed in the Local Government Municipal 
Property Act, Act 6 of 2004, as amended will carry the same meaning unless stated otherwise 
hereunder:- 

Business/Commercial, including Farms utilised for the purpose of Commercial and Business 

in relation to a property, means IJpe use ota property for the activity of buying, selling or trading in 
commodities or services on an erf and includes any office, Industry, Warehousing or other 
accommodation on the same erf, the use of which is incidental to such activity, inclusive of a hotel 
or motel or Bed & Breakfast/guesthouse and eco-tourism but does not include the business of 
agriculture, farming, or any other business consisting of the cultivation of soils, the gathering in of 
crops, the rearing of livestock or the propagation and harvesting of fish or other aquatic organisms, 
including businesses outside the old boundary of the previous Emnambithi/Ladysmith Municipality 
(Ladysmith, Ezakheni, Ezakheni Industrial Estate, Steadville, Colenso, Nkanyezi, Indaka and Van 
Reenen) and within the Alfred Duma Local Municipal demarcation. 

Child means a person under the age of 18 years, who is also unemployed. 

Child-headed household is a household where a child (blood relative of property owner) is 
responsible for the care of his / her siblings or incapacitated parents. 

Developer means a Township Developer, who is the owner of a property for which subdivisions 
have been approved for transfer in terms of Act 6 of 2008, or other legislation. 

Disabled means a person who qualifies to receive relief under the Social Services Act 59 of 1992, 
or who has been certified as disabled by a medical practitioner. 

Agricultural includes a Smallholding for the purpose of Agricultural in relation to property 
means the use of a property for farming activities without derogating from section 9 but excludes 
the use of a property for the purpose of eco-tourism or for the trading in or hunting of game and 
includes the business of agriculture, farming or any other business consisting of the cultivating of 
soils, the gathering in of crops, the rearing of livestock or the propagation and harvesting offish or 
other aquatic organisms, and/or land within a Game Reserve, reserved for future eco-tourism as 
defined in this policy. 

Farm Commercial in relation to a property, means the use of a property for the activity of buying. 
selling or trading i n commodities or services on an erf and includes anv office or other 
accommodation on the sa me erf, the use of which is incidental to such activity, inclusive of a hotel 
or motel or Bed & Breakfast/ questhouse and eco-tourism but does not include the business of 
agriculture, farming, or anv oth e r business consisting of the cultivation of soils, the gathering in of 
crops, the rearing of livestock o r the propagation and harvesting of fish or other aquatic organisms. 
including businesses outsid e the old boundary of the previous Emnambithi/Ladysmith Municipality 
(Ladysmith, Ezakhe ni, Ezakheni Industrial Estate, Steadviile. Colenso. Nkanvezi. Indaka and Van 
Reenen ) and within the Alfred Duma Local Municipal demarcation. 

Farm Residential mea ns a property having a suite of rooms, which forms a living unit that is used 
for human habitation purpose s or a multiple number of such units, excluding a hotel or motel. Bed 
and Breakfast, lodges, incl u ding farm properties and/or small holdings used exclusively for this 
purpose. This property must be included in the valuation roll in terms of the MPRA Section 48 (2VbV 
jn respect of which the primar y use or permitted use is for residential purposes without-derogating 
from Section 9 (Amended bv si of Act 29 of 20141 



Industrial, in relation to a property, means the use of a property for a branch of trade or 
manufacturing, production, assembly or processing of finished or partially finished products 
from raw materials or fabricated parts, including any office or other accommodation on the 
erf, the use of which is incidental to the use of the factory. 

va,ue of a P ra P ert y is the amount the property would have realised if sold on the date of 
vaWliatibn onihe openTriarkdfby Shilling seller to a willing buyer. (See section 46 of MPRA). 

Medically boarded is a person who, due to medical reasons, has retired prematurely. 

Mining Property means a property used for mining operations as defined in the Mineral and 
Petroleum Resources Development Act, 2002 (Act No. 28 of 2002). 

Municipal domestic means municipal property used by the Municipality for its own purpose 
in order to sen/e the public including vacant land. 

Owner, a) in relation to a property referred to in paragraph (a) of the definition of 

property , means a person in whose name ownership of the property is 
registered; 

b) in relation to a right referred to in paragraph (b) of the definition of “property”, 
means a person in whose name the right is registered; 

bA) in relation to a time sharing interest contemplated in the Property Time¬ 
sharing Control Act, 1983), means the management association contemplated 
in the regulations made in terms of section 12 of the Property Time-sharinq 
Control Act, 1984; 

bB) in relation to a share block company, the share block company as defined 
in the Share Block Control Act, 1980 (Act No.59 of 1980); 
bC) in relation to buildings, other immovable structures and infrastructure 
referred to in section 17(1 )(f), means the holder of the mining right or the mining 
permit; and 

c) in relation to a land tenure right referred to in paragraph (c) of the definition 
of “property” means a person in whose name the right is registered or to whom 
it was granted in terms of legislation; or 

d) in relation to public service infrastructure referred to in paragraph (d) of the 
definition of property”, means the organ of state which owns or controls that 
public service infrastructure as envisaged in the definition of “publicity 
controlled”, 

provided that a person mentioned below may for the purposes of this Act be 
regarded by a municipality as the owner of a property in the following cases: 

i) A trustee, in the case of a property in a trust excluding state trust land; 

ii) an executor or administrator, in the case of a property in a deceased estate; 

iii) a trustee or liquidator, in the case of a property in an insolvent estate or in 
liquidation; 

iv) a judicial manager, in the case of a property in the estate of a person under 
judicial management; 

v) a curator, in the case of a property in the estate of a person under curatorship; 

vi) a person in whose name a usufruct or other personal servitude is registered, 
in the case of a property that is subject to a usufruct or other personal servitude; 

vii) a lessee, in the case of a property that is registered in the name of a 
municipality and is leased by it; or 



viiA) a lessee, in the case of property to which a land tenure right applies and 
which is leased by the holder of such right; 

viii) a buyer, in the case of a property that was sold by a municipality and of 
which possession was given to the buyer pending registration of ownership in 
the name of the buyer; 


PBO means an organisation using a property, in the ownership of such organisation, for any specific 
public benefit activity listed in Part-lof the Ninth schedule to the Income Tax Act includes a private 
school which isTegistered with ttrerrelevant authorities as a public benefit organisation, with a Tax 
Clearance Certificate from SARS. (including place of public worship as defined in the MPRA 6 
of 2014) 

Pensioner means a person who is registered for and in receipt of a social pension; or a person 60 
years of age or older. 


Place of public worship in relation to pro p erty, including vacant land, means a property registered 
in the name of a religio us community, and used primarily as a place of worship bv that religious 
community, including an official residence occupied bv an office-bearer of that community, who 
officiates at services and gatherings at that place of worship. 

Property means, a) immovable property registered in the name of a person, including, in the case 
of a sectional title scheme, a sectional title unit registered in the name of a 
person; 

b) a right registered against immovable property in the name of a person, 
excluding a mortgage bond registered against the property; 

c) a land tenure right registered in the name of a person or granted to a person 
in terms of legislation; or 

d) public service infrastructure. 

Rateable Property, means property on which a municipality may in terms of section 2 levy a rate, 
excluding property fully excluded from the levying of rates in terms of section 17; 

Residential property, means a property having a suite of rooms, which forms a living unit that is 
used for human habitation purposes or a multiple number of such units including Farm Residential 
Properties, Smallholding Residential Properties and land on which no immovable improvements 
have been erected which is situated outside the old boundaries of the previous 
Emnambithi/Ladysmith Municipality (Ladysmith, Ezakheni, Ezakheni Industrial Estate, Steadvllle, 
Colenso, Nkanyezi, Indaka and Van Reenen) and within the Alfred Duma Local Municipal 
demarcation and/or small holdings used exclusively for this purpose. This property must be included 
in the valuation roll in terms of the MPRA Section 48 (2)(b), in respect of which the primary use or 
permitted use is for residential purposes without derogating from Section 9 (Amended by si of Act 
29 of 2014). 

Rural communal, in relation to property, means: 

(a) property having a suite of rooms which forms a living unit that is used for human 

habitation purposes or a multiple number of such units, and land on which no immovable 
improvements have been erected which is situated outside the old boundaries of the previous 
Emnambithi/Ladysmith Municipality (Ladysmith, Ezakheni, Ezakheni Industrial Estate, 
Steadyille, Colenso, Nkanyezi, Indaka and Van Reenen) and within the Alfred Duma Local 
Municipal demarcation and_excludes a Hotel, Bed and Breakfast and lodge or Motel or a property 




categorized as Business or State and 
in residential. 


excluding farm properties and/or small holdings as defined 


(b) includes- 


(i) any land or real right in land held over land owned by Ingonyama Trust Board 
contemplated in section 4A(4) of the Ingonyama Trust Act, 1994; 

(B> Registrar of Seds; and" 3 *" "*** 40 a9reaman ' of lease with 

that * SU J )je .?l t ° an a 9 reemen t of lease for a period in excess of 10 years 
which is registered with the Ingonyama Trust Board. ’ 



p rcv^QLj IT ^ itt! P r ^P er ^ means properties are situ a ted within the boundaries of the 

previous E, and Alfred Duma Loral Municipality. Pleas e see www.damarra .tfen nm far 

means Property on which no immovable improvements have been constructed or anv 



3. Introduction 


The Municipality is empowered to levy rates on properties within its jurisdiction, and is obligated to 
adopt and implement a policy on such levying of rates on rateable property. This policy is aimed at 
en ancing certainty, uniformity, and simplicity within the Municipal community. Cognisance will be 
taken of the burden of rates on the poor, as well as on respective property owners. 

The market value of rateable properties within the Municipality’s jurisdiction shall be recorded in the 
valuation roll or supplementary valuation roll/s. As part of the annual budgeting process the 
Municipality shall impose a rate in the Rand on such market value. Rateable property includes any 

rights registered against a property, but excluding a mortgage bond. Some properties are exempt 
tram being rateable. K 

rates P policy Shal1 ^ reviewed and amended as necessary annually. The by-laws give effect to such 

4. Objectives 


4.1 Prioritising service delivery and developmental^ promoting the economic and financial viability 

of the Municipality; y 

4.2 Providing local government with a sufficient and buoyant source of revenue in order to fulfil its 
developmental responsibilities; and 

4.3 Exercising municipal power to levy rates within a statutory framework. 

Further, this Municipality is committed to: 

4.4 Charging rates on all rateable property; while 

4.5 Treating owners in the same category equitably; 

4.6 Levying differing rates for differing properties, as appropriate; 

4.7 Exempting certain owners/ properties from being subject to payment of rates, in order to be 
equitable; or 

^ n t r f re ^ a ^ es cedain categories of owners / on certain categories of properties' 

4.9 Taking into account the effect of rates on public service infrastructure; and 

^Justifiably granting exemptions, rebates, and/or reductions only in terms of section 15 
of the MPRA; and 

4.11 Not granting such relief to owners on an individual basis. 

5. Resolution Rates Levy Promulgated 

A rate is levied in terms of a resolution which is passed by the Council, with a supporting vote of a 
majority of its members. This is then displayed for 30 (thirty) days at the Municipal offices, libraries, 
the official Municipal website, as well as in a notice published in the media. The resolution is 
promulgated by being published in the Provincial Gazette. 

6. Rates and Categories 

Categorisation of properties is determined by the Municipal Valuer, based on the use, or multip le 
dominant uses in some instances (see 6.1 below) of the property. A change in use of the property 
w'll resuit in a change of category. Rates will be levied based on the value of the property appearing 

in the Valuation and-Supplementary Valuation Rolls. * y 




6.1 Categories of properties (that are used for the following purposes) 

-» Residential 1 2 
-> Industrial 

-» Business and Commercial (includes Bed and Breakfast, and the like) 
-> Mining Properties 
-» Agriculture 

-» Public service infrastructure 
-> Public service purposes (State) 

-> Vacant land 

-> Farms Aaricuiture 
-> Farms Commercial 
-> Farms Residential 

-» Municipal Properties 

-» Public Benefit Organisation (including places of public worship) 

-> Religious (Place of Public Worship 
-» Rural Communal 

—> Smallholdings: Agriculture 
-> Smallholdings: Residential 


Categories of Owners f o r Calculating Rebates. Reductions or Exemptions 
-» Application Indigent 
-> Pensioners 
-> UB 
-► PBOs 


-> NPO 


6.3 Categories of owners for determining and granting of Exemptions, reductions and rebates: 

-» Municipal Properties 
—> Land Reform Beneficiaries 
-> Public open space 

Rural communal Settlements 
-> PSI 

6.3.1 A municipality may in terms of criteria set out in its rates policy- 

fa) Exempt a specific category of owners of properties, or the owners of a specific category 
of properties, from payment of a rate levied on their property; or 
(b) Grant to s specific category of owners of properties, or to the owners of a specific category 
of properties, a rebate on or a reduction in the rates payable in respect of their properties. 

6.3.2 When granting in terms of subsection (6.3.1) exemptions, rebates or reductions in respect of 
owners of categories of properties, a municipality may determine such categories in 
accordance with section 8(2) and subsection (2A), and when granting exemptions, rebates 
or reductions in respect of categories of owners of properties, such categories may include- 

(a) indigent owners; 




(b) owners dependent on pensions or social grants for their livelihood- 

(c) owners temporarily without income; 

(d) owners of property situated within an area affected by - 

i} 2002 ) S oT W ' thin the meaning of the Disas ter Management Act, 2002 Act No.57 of 
ii) any other serious adverse social or economic conditions: 


(e) owners of residential properties with a market value lower than an amount determined bv 
the municipality (Impermissible Value of R1 00 000 on Residential Property) V 


7. Reductions 

Rates will not be levied on: 



8. Rebates upon Application 

Further rebate in the following circumstances may be granted upon application before 30 June 
•the year preceding the financial year to which the rebate shall apply: pp ranon D6,0re 30 June 

8.1 Pensioner owners (25%); 

8.2 Disabled owners (20%): 25% 

8.3 Medically boarded owners (15%); or 25% 

viable' 118 within the Municipality’s discretion to grant such further rebate as it deems 


in 


fit and/or 


9. Impermissible Differentiation 
The following rates shall not be levied: 

9.1 Different rates on residential properties; 

9 2 prop^rties; n ° n " reSidential properties that exceeds a prescribed ratio to the rate on residential 

l'l SJS? which unreasonably discriminate between categories of non-residential properties- or 

9.4 Additional rates, except as allowed by section 22 of the MPRA. P P 


10. Management of Property Rate Shock 


^ 1 <!i ! S hi ^ d ™ h^ at - l ^P* ementat ' on °f a new valuation roll, certain properties will be 
will decrease! 9her lnCrease than ottlers ' H is als0 expected that rates on certain properties 





10.2 


10.3 

10.4 


Sl u " ci '" il |- durirl 9 ^budget process attempt to limit the rates shocks to property owners 


a) 

b) 

c) 

d) 

e) 

f) 


g) 


h) 


The rates increase must not exceed 250% 

de^Zt1?toe dSn;° f ' he ^ ^ ° n ' y aPP ' y *° Reslden,ial P™^ aa 

V^7ran7w7no«; Pi6d ^ *" ° f *“ propert ^ 

oftot propel" " 0t aPP ' y in *” 0386 Where the 13,08 shock is due to improvements 

Application for the reduction must be made for each financial year before 31 May and 
the first application must be made in the first year that the new general valuation roll 

If ™ d and Wl ll n0t app,y t0 any ensurin 9 new valuation roll(s); 

application is made in the first year of the implementation of the new valuation 
roll, no consideration will be made in any ensuing years and will™t amlTta ,Z 
owners of the property after the implementation date (1 July 2017 ) and 
Therate that exceeds the determined percentage will be phased in over ensuing three 


11. Liability for Payment of Rates 


11.1 


11.2 


Council must exercise its power to levy a rate on property subject to Section 229 and anv 

Rates Art,"Sloe aswelTas thyappm^^es policy 6 ProViSi0nS MuniCipal Prop0r * 

Owners of properties are ultimately liable for the payment of rates in relation w»h rh„i, 

12. Rates Account and Annual Assessment Notices 


The Municipality shall endeavour to furnish each 
account specifying the following: 


person liable for the payment of rates with an 


-> Balance brought forward; 

-> Interest; 

Payment / receipts; 

Transaction movement; 

-> The amount payable monthly for rates due; 

-» The date on or before which the amount is payable; and 
-> The market value of the property. 


™ch a S7 ra 0 tes e accou b m Shnret™"* °* ^ regardless °f whether they have In fact received 
as we,, aTpre^l ^ dp0 

.The MMnjpipttMyshaR further endpttygt^tqffnitli^ach rate payer with a written notice specifying: 

The amount of rates payable for the financial year; 



too 


-» The date on or before such amount is payable; 

—> A breakdown of the amount; 

-» The market value of the property; 

^ etber * be P ro P e rty is subject to any compulsory phasing in under section 21 of the MPRA; 
—> The amount of discount, if any. 

Again, a rate payer is not absolved from the duty to pay as a result of non-receipt of such notice. 
13. Payment 


oTon“ u “ year.° Ver * P "“ ° f 11 <el6Ven) ,he in ~* I-*-* 

14. Recovery of Arrears 


I™^ ni u Pality shal ' endeavour t0 collect rates in arrears from the registered owner of the 
property. However, where this proves impossible, the Municipality shall collect such arrears from 

tirearrears ° f ^ A n0tiCe Sha " ^ ta SerV6d on such P 0180 " 8 

The amount recoverable from occupiers or tenants is limited to the amount of rent or other monev 

ThU !m aya t e bUt n °i ye i paid by such tenant or 0CCU P ier to the owner of the property * 

The amount noovarebte from an agent is limited to any rent or other money received by the agent 
on the owner s behalf, less any commission due to the agent. y 9 1 


15. Incentives 


- -AJurther fi^ percent (5%) ten percent 10% discount on the annual rates assessment will be granted 

3,Au9us,0,thei -'evan.flnancia.ye^'^Sfg 

Agricultural; 

-» Vacant land; 

-> Residential; 

-> Industrial; 

-> Business and Commercial; 

-¥ Mining 

All properties within the Ladysmith CBD, as well as commercial properties in Sir George Street in 
Colenso, may apply to the Department of Economic Development for further incentives^ 

For discussion by management 

16.Valuation Rolls 

°/ 8,1 p ™ p ® rties in the municipal area will be conducted every four fiveyeare 
Supplementary valuations will be conducted at least once a year. 

In preparation of the valuation rolls, the Municipality or its agents may require the owner occuraer 
or tenant of a property to provide aocumenBtidh or information to assfet ihWWut io^& 
infomnation shall not be disclosed except in terms of the MPRA, legal proceedings oTa Srurt on^r 



Kc\ 


Where the required information was not provided and later forms part 

appeal board may order that costs be paid by the party who failed 
information. 


of an appeal process, the 
or refused to provide the 


17. Relevant Dates Relating to the Valuation Rolls 


The third general valuation took place with effect from 1 July 2017 and 
four five financial years. ’ 


remains valid for a further 


Rates become payable on the dates mentioned below where they do not become 
date of the general valuation: 


payable from the 


Supplementary Valuation Roll 

Effective date of Rates Levy 

Omitted from General Valuation 

Date of Supplementarv Valuation Roll 

Included in / excluded from municipal area 

Inclusion / exclusion date — 

Subdivided or Consolidated 

Registration Date 

Market value has substantially increased / decreased 
since General Valuation 

Alteration and/or additions to buildings 

New buildings 

Rezoning 

Date the event occurred 

Substantially incorrectly valued durinq General Valuation 

Date of Supplementarv Valuation Roll 

Ke-valued for any exceptional reason 

Date of Supplementarv Valuation Roll 

Change of Category 

Date the event occurred 

Clerical / Typing error 

Date on which the clerical / typing 
error was made 


18. Validity Period of this Policy 

This policy is valid for the financial year of 2019/2020 
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1 . INTRODUCTION AND OBJECTIVE 



The Council’s objective is to ensure the long-term financially sustainability of the 
municipality with acceptable levels of service delivery to the community. 


This policy aims to set standards and 
viability over the short and long term 
provisions requirements. 


guidelines towards ensuring financial 
and includes funding, reserves and 


2 . SECTION A: FUNDING POLICY 


2.1 LEGISLATIVE REQUIREMENTS 


In t ®" n ® ^Sections 18 and 19 of the Municipal Finance Management Act 
No 56 of 2003), an annual budget may only be funded from: 


(Act 


Realistically anticipated revenues to be collected, including grants; 
Cash backed accumulated funds from previous years’ surpluses not 
committed for other purposes, and 
Borrowed funds, but only for capital projects. 


Furthermore, spending on a capital project may only be commenced once the 
funding sources have been considered, are available and have not been 
committed for other purposes. 

The requirements of the MFMA are clear in that the budget must be cash - 
funded, i.e. cash receipts inclusive of prior period cash surpluses committed to 
this specific budget, must equal or be more than cash paid. 

In determining whether the budget is actually cash funded and in addition 
ensunng long term financial sustainability, the municipality will use analytical 
processes, including those specified by National Treasury from time to time. 

2.2 STANDARD OF CARE 


Each functionary in the budgeting and accounting process must do so with 

judgment and care with the primary objective of ensuring that the objectives of 
this policy are achieved. J 

2.3 STATEMENT OF INTENT 


The municipality will not pass a budget which is not cash - funded or where any 
of the indicators as listed in this document are negative, unless acceptable 
be Provided for non-compliance and provided that the requirements 
of the MFMA must at all times be adhered to. 


i 
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2.4 CASH MANAGEMENT 

Cash must be managed in terms of the municipality’s Cash Management and 

Investment Policy. 

2.5 LIABILITY MANAGEMENT 

Debt must be managed in terms of the municipality’s Cash Management and 

Investment Policy. 

2.6 FUNDING OF THE OPERATING BUDGET 

2.6.1 INTRODUCTION 

The municipality s objective is that the user of municipal resources must pav for 

such usage in the period in which it will occur. 

The municipality recognises the plight of the poor, and in line with national and 

provincial objectives, commits itself to subsidising services to the poor. This may 

necessitate cross-subsidisation in some tariffs to be calculated in the budget 

process. 

2.6.2 GENERAL PRINCIPLES WHEN COMPILING THE OPERATING BUDGET 

The following specific principles apply when compiling the budget: 

a) The budget must be cash-funded, i.e. revenue and expenditure 
projections must be realistic and the provision for impairment of 
receivables must be calculated on proven recovery rates; 

b) Growth parameters must be realistic and be based on historic"' 
patterns and adjusted for current reliable information; 

c) Tariff adjustments must be fair, taking into consideration general 
inflation indicators as well as the geographic region’s ability to pay; 

d) Revenue from Government Grants and Subsides must be in 
accordance with the amounts promulgated in the Division of 
Revenue Act, proven provincial transfers and any transfers from 
other municipalities; 

e) Projected revenue from sen/ice charges must be reflected as net 
(i.e. all billing less revenue foregone, including free basic services). 

f) Projected revenue from property rates must include all rates to be 
levied. 

g) For the purpose of the Cash Flow Budget all rebates and discounts 
must be deducted from the projected revenue. 


2 
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h) Only changes in fair values related to cash may be included in the 
cash flow budget. Changes to unamortized discount must be 
included in the Operating Budget. Employee related costs include 
contributions to non-current and current employee benefits. It is 
acknowledged that the non-current benefits’ requirements are well 
above the. initial cash capabilities of the municipality. It is therefore 

- determined that the short-term expenditure portion of employee 
benefits be funded from the current year operating cash surplus. 

i) Depreciation must be fully budgeted for in the operating budget. The 
funded and unfunded portion will be determined during the 
budgeting process. 

j) Contributions to provisions (non-current and current) do not form 
part of the cash flow for provisions, except for the current portion of 
post-retirement benefits relating to continued members for medical 
aid, long service awards and leave. It is necessary to provide for an 
increase in cash resources in order to comply with the conditions of 
the provision at the time when it is needed. 


2.7 FUNDING OF THE CAPITAL BUDGET 

2.7.1 INTRODUCTION 

The municipality’s objective is to maintain, through proper maintenance and 
replacement measures, existing levels of service and to improve and implement 
services which are neglected or non-existent. 

In order to achieve this objective, the municipality must annually, within financial 
means, budget for the replacement of redundant assets as well as new assets. 

2.7.2 FUNDING SOURCES FOR CAPITAL EXPENDITURE 

The capital budget can be funded by way of own cash, grants, public 
contributions as well as external loans. 

Cash 

The capital budget or portions thereof may also be funded from surplus cash 
generated in previous financial years. The cash must already be available and 
not be committed for other purposes or expected to be generated in the current 
or future years. The allocations of the funding sources from own contributions will 
be determined during the budget process. 


3 



Grants (Including Public Contributions) 

Grants for capital expenditure have become a common practice, especially in 
order to extend service delivery to previously disadvantaged areas. While such 
grants are welcomed, care should also be taken that grant funding does not 
place an unreasonable burden on the residents for future maintenance costs 
which may be higher than their ability to pay. 

The accounting officer will annually evaluate the long-term effect of unusual 
capital grants on future tariffs, and if deemed necessary, report on such to 
Council. 

Depreciation charges on assets financed from grants and donations must not 
have a negative effect on tariffs charged to the users of such assets. The 
Accounting Officer will put such accounting measures in place as to comply with 
this requirement as far as possible. 

MFMA Circular 48, read with MFMA Circular 58 and 75, states that municipalities 
may treat the reclaimed VAT in respect of the expenditure from conditional grant 
funds as “own revenue”. The municipality elects to utilise the full grant funding for 
the grant related projects. 

External Loans 

The municipality may only raise loans in accordance with its Cash Management 
and Investment Policy. 

The Accounting Officer must also put such accounting measures in place to 
ensure that no unspent portions of loans raised, be included in the cash surplus 
for the year. 

2.8 FUNDING COMPLIANCE MEASUREMENT 

2.8.1 INTRODUCTION 

The municipality must ensure that the annual budget or any subsequent 
adjustments budget complies with the requirements of the MFMA and this policy. 
For this purpose, a set of indicators must be used as part of the budget process. 
These indicators include all the indicators as recommended by National Treasury 
as well as any additional indicators detailed in this policy. 

2.8.2 CASH AND CASH EQUIVALENTS AND INVESTMENTS 

A positive Cash and Cash Equivalents position should be maintained throughout 
the year. 



2.8.3 CASH PLUS INVESTMENTS LESS APPLICATION OF FUNDS 


The overall cash position of the municipality must be sufficient to include: 

a) unspent conditional grants; 

b) unspent conditional public contributions; 

c) unspent borrowings; 

d) VAT due to SARS; 

e) ceded investments; 

f) the cash portion of statutory funds such as the Housing Development Fund; 

g) other working capital requirements; and 

h) the cash position must be sufficient to back reserves as approved by the 
municipality and those portions of provisions as indicated in this policy. 

INDICATORS 

2.8.4 MONTHLY AVERAGE PAYMENT COVERED BY CASH AND CASH 
EQUIVALENTS (“CASH COVERAGE”) 

This indicator shows the level of risk should the municipality experience financial 
stress. 

2.8.5 SURPLUS/DEFICIT EXCLUDING DEPRECIATION OFFSETS 

It is probable that the operating budget including depreciation charges on assets 
funded by grants and public contributions, as well as on revalued assets, will 
result in a deficit. 

As determined elsewhere in this policy, it is not the intention that residents be 
burdened with tariff increases to provide for such depreciation charges. In order 
to ensure a "balanced” budget, the cash position must be determined. 

Should a budget result in a deficit cash position, the budget will be deemed 
unfunded and must be revised. 

2.8.6 PROPERTY RATES / SERVICE CHARGES REVENUE PERCENTAGE 
INCREASE LESS MACRO INFLATION TARGET 

The intention of this indicator is to ensure that tariff increases are in line with 
macro- economic targets, but also to ensure that revenue increases for the 
expected growth in the geographic area are realistically calculated. 

2.8.7 CASH COLLECTION % RATE 

The objective of this indicator is to establish whether the projected cash to be 
collected is realistic and complies with section 18 of the MFMA. 



The collection rate for calculating the provision for impairment of receivables 
must be based on past and present experience. Past experience refers to the 
collection rates of the prior years and present experience refers to the collection 
rate of the current financial year as from 1 July. 

It is not permissible to project a collection rate higher than the current 
rate. Any improvement in collection rates during the budget year may be 
appropriated in an Adjustments Budget. 

2.8.8 DEBT IMPAIRMENT EXPENSE AS A PERCENTAGE OF BILLABLE 
REVENUE 

This indicator provides information as to whether the contribution to the provision 
for impairment of receivables is adequate. In theory it should be equal to the 
difference between 100% and the cash collection rate, but other factors such as 
past performance can have an influence on it. Any deviation must be motivated 
in the budget report. 

2.8.9 BORROWING AS A PERCENTAGE OF CAPITAL EXPENDITURE 
(EXCLUDING GRANTS AND CONTRIBUTIONS) 

This indicator provides information as to compliance with the MFMA in 
determining borrowing needs. The Accounting Officer must ensure compliance 
with the Municipality’s Cash Management and Investment Policy. 

2.8.10 GRANT REVENUE AS A PERCENTAGE OF GRANTS AVAILABLE 

The percentage attained should never be less than 100% and the recognition of 
expected unspent grants at the current year-end as revenue in the next financial 
year must be substantiated in a report. 

2.8.11 CONSUMER DEBTORS CHANGE (CURRENT AND NON-CURRENT) 

The object of the indicator is to determine whether budgeted reductions in 
outstanding debtors are realistic. 

Any unacceptably high increase in either current or non-current debtors’ 
balances should be investigated and reported. 

2.8.12 REPAIRS AND MAINTENANCE EXPENDITURE LEVEL 

Property Plant and Equipment should be maintained properly at all times in order 
to ensure sustainable service delivery. The budget should allocate sufficient 
resources to maintain assets and care should be exercised not to allow a 
declining maintenance program in order to fund other less important expenditure 
requirements. 

Similarly, if the maintenance requirements become excessive, it could indicate 
that a capital renewal strategy should be implemented or reviewed. 



2.8.13 ASSET RENEWAL/REHABILITATION EXPENDITURE LEVEL 


This indicator supports further the indicator for repairs and maintenance. 

The Accounting Officer must, as part of the capital budget, indicate whether each 
project is a new asset or a replacement/renewal asset in order to determine 
whether the renewal program is sufficient or needs revision. 

3 SECTION B: RESERVES AND PROVISIONS POLICY 

3.1 INTRODUCTION 

Fund accounting historically formed the major component of municipal finance in 
the IMFO standards. 

After the change to Generally Recognised Accounting Practice (GRAP), fund 
accounting is no longer allowed. 

The municipality, however, recognizes the importance of providing to the 
municipality itself, as well as its creditors, financiers, staff, and general public a 
measure of protection for future losses, as well as providing the necessary cash 
resources for future capital replacements and other current and non-current 
liabilities. 

This policy therefore aims to provide for a measure of protection by creating 
certain reserves and provisions. 

3.2 LEGAL REQUIREMENTS 

There are specific legal requirements for the creation of reserves, such as the 
Housing Development Fund. The GRAP Standards themselves do not provide 
for reserves, although certain provisions are required in terms of GRAP. 

3.3 TYPES OF RESERVES / PROVISIONS 

Reserves / Provisions can be classified into two main categories being "cash 
funded” and "non-cash funded”. 

3.3.1 CASH FUNDED RESERVES 

In order to provide for sufficient cash resources for future expenditure, the 
municipality hereby approves the establishment of the following reserves: 

a) Statutory reserves 

It may be necessary to create reserves prescribed by law, such as the Housing 
Development Fund. The Accounting Officer must create such reserves according 
to the directives in the relevant laws. 



b) Self-Insurance reserves 

The Municipality has a Self-Insurance Reserve to set aside amounts to offset 
potential losses or claims that are not insured externally. This Reserve is ring- 
fenced within the accumulated surplus. Contributions to the Fund are considered 
annually during the Budget process. 

3.3.2 NON - CASH FUNDED RESERVES / PROVISIONS 

On occasion it is necessary to create non-cash funded reserves. The 
Accounting Officer must create reserves prescribed by the accounting standards, 
such as the Revaluation Reserve, if required, and provisions such as post¬ 
retirement benefits and rehabilitation of land fill sites. 

3.4 ACCOUNTING FOR RESERVES AND PROVISIONS 

3.4.1 REVALUATION RESERVE 

The accounting for the Revaluation Reserve must be done in accordance with 
the requirements of GRAP 17. 

3.4.2 OTHER RESERVES 

The accounting for all other reserves must be processed through the Statement 
of Financial Performance. The required transfer to or from the reserves must be 
processed in the Statement of Net Assets to or from the accumulated surplus. 

In terms of GRAP1 transactions may be directly appropriated against these 
reserves. 

3.4.3 PROVISIONS 

Provisions are established from contributions appropriated in the annual budget. 
Currently, the long-term portions of provisions are non-cash funded and are 
covered by non-current assets. 

4. SECTION C: REVIEW OF THE POLICY 

This policy shall be reviewed on an annual basis, to ensure that it is in line with 
the municipality’s strategic objectives and with legislation. 
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1 . 


OBJECTIVE 


It is essential that represent 


m. 

m 






»of the municipality from time to time travel to 
other cities and towns in order to establish and maintain links and relationships 
with other municipalities, government bodies, and other parties, institutions and 
organisations operation in the sphere of local government. It is important for 
representatives to broaden their knowledge and understanding of and compare 
local experiences in local government transformation, innovation and change in 
the rest of the country, and this can effectively be done only through the medium 
of personal contact with a wide range of local government stakeholders. 


This policy sets out the basis for the payment of a subsistence and travel 
allowance for the purposes of such official travelling outside the Municipal 
boundaries. 


2. RESPONSIBILITIES OF REPRESENTATIVES WHO TRAVEL ON 
BUSINESS OF THE MUNICIPALITY 

2.1 Every representative who travels on the business of the municipality 
must comply with this policy in letter and in spirit; 

2.2 Representatives who travel on the business of the municipality must 
appreciate, at all times, that they are ambassadors for the municipality, 
that their actions, conduct and statements must be in the best interests 
of the municipality, and that they must comply with any specific 
mandates they have been given; 

2.3 If an employee is attending a meeting outside the municipal boundaries, 
and does not have a driver’s licence the employee should be paid a bus 
fare as per compu-ticket rates as it is not cost effective to let another 
official to drive an unlicensed official attending a meeting out of town; 

2.4 Consistent with the municipality’s performance monitoring and 
evaluation objectives, the Municipal Manager will ensure that a database 
of all representatives and official travelling is kept. 

3. SUBSISTENCE AND TRAVEL ALLOWANCE 

3.1 A subsistence and travel allowance is an amount of money paid by the 
municipality to a representative to cover the following expenses: - 

3.1.1 Meals (including reasonable gratuities); 

3.1.2 Incidentals such as refreshments, snacks, drinks etc; 

3.1.3 All business-related travel and 

3.1.4 Accommodation 

3.2 A subsistence allowance does not cover any personal recreation, such 
as visits to a cinema, theatre or nightclubs, or sightseeing; 
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4. 


*2113! c aims should b e submitted for processing and be approved tM 
the HOD and the Municipal Manager latest 30 days after the event Prior 
approval documentation must be attached to the travel claim form. 

ENTITLEMENT TO A SUBSISTENCE AND TRAVEL ALLOWANCE 

4.1 A representative may claim a daily subsistence allowance as provided in 
this policy with the understanding that all authorised personal expenses 
are covered by the subsistence allowance. No further expenses, with 

the exception of certain business expenses (see below) mav be 
claimed; " * 


The subsistence allowance may not be claimed without the 
representative having to furnish proof of expenses; Parking and Tollgate 

receipts must be attached when claiming for Subsistence and Travellinq 
Allowance. a 


4.3 Entertainment of external business associates or contacts or clients or 
potential investors or potential clients falls outside the scope of the 
subsistence allowance and will be separately reimbursed (subject to 
prior approval where applicable). If a representative of the municipality 
has an entertainment allowance, this entertainment of external business 
associates or contacts or other parties must be claimed against the 
entertainment allowance; 

4.4 A representative of the municipality must claim his or her subsistence 
a " ow ® n t ce - as P rovided in this policy, preferably after embarking on any 


4.5 No subsistence allowance will be paid, and representative will be entitled 
to a subsistence allowance, if the trip or travel is. not related to the official 
business of the municipality. All travel on business of the municipality 

must be approved as such before a representative is entitled to a 
subsistence allowance; 

4.6 For the purposes of a subsistence allowance, a representative shall 
mean: - 


4.6.1 Councillors and officials 

4.6.2 Any other representative specifically authorised to represent the 
municipality on a particular occasion. 

4.7 When travelling, a parking receipt should be attached when claiming for 
Subsistence and Travelling. 
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5. CAR RENTAL AND OTHER TRAVEL COSTS 

The procurement of the Air Travel by the Municipal Officials should take 
advantage of the negotiated discounted rates as directed by Circular 82 of the 
Municipal Finance Management Act No. 56 of 2003 (MFMA). 



5.1 Municipalities are encouraged to continue considering their own fleet 
first, where viable, prior to hiring of vehicles; 

5.2 Only “A” or “B" category vehicles may be rented, unless it is more cost- 
effective to hire a more expensive vehicle (for example, when the 
number of representatives involved could justify the hire of a microbus); 


5.3 Car rental must be approved as part of the travel package before the trip 
is embarked on. A representative who rents a vehicle whilst travelling 
on the business of the municipality without having received prior 
authorisation will only be reimbursed for the cost of the vehicle rental if 
proof of expenditure can be produced and the representative can 
demonstrate that vehicle rental was reasonably but unexpectedly 
necessitated by the circumstances; 

5.4 If a representative has to utilise his or her personal motor vehicle outside 
the boundaries demarcated for the municipality he or she will be 
reimbursed at the tariff prescribed from time to time per kilometre or any 
other maximum amount prescribed from time to time by the Department 
of Transport. The distance, to which the reimbursement applies, must 
be the fastest distance or as recorded on the vehicle mileage recorder, 
between the Lister Clarence Building and the location where the official 
business is to be transacted. For employees that are stationed/reporting 
at Ekuvukeni offices, their official business trip will be recorded from their 
office at Ekuvukeni. Distances are available on website 
www.shellgeostar.co.za If the total number of kilometres for which such 
reimbursement is received exceeds 8 000 in any tax year, 
reimbursements for the excess kilometres over 8 000 will be taxed for 
PAYE purposes; 

5.5 All flights by representatives of the municipality shall be in economy 
class, unless another class of travel is specifically authorised by the 
Municipal Manager, Mayor or Executive Committee, as the case may be; 

5.6 Where possible representatives must travel together, up to a maximum 
of four (4) in a vehicle, to minimise travelling expenses; 

5.7 In addition to the above, in all cases the method of travelling which is the 
most beneficial to Council be used - where municipal transport is 
available such be used and it be expected from delegates to travel 
together as far as possible. 
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6. SUNDRY EXPENSES 


Alii 

Sundry expenses incurred in respect of airport taxes, parking fees, booking fees 
or toll fees will only be reimbursed with submission of the necessary proof. 
Where representatives qualify for toll concessions, only the cost of concession 
toll fees may be claimed. The cost of toll fees will be reimbursed in accordance 
with the SANRAL toll tariffs as at 1 March of each year and is available on the 
website www.nra.co.za 


7. ACCOMMODATION COSTS AND SUBSISTENCE ALLOWANCE 

The procurement of the accommodation should take advantage of the 

negotiated discounted rates as directed by circular 82 of the Municipal Finance 

Management Act NO. 56 OF 2003 (MFMA). 

7.1 The actual cost of accommodation at the rate for a single room will be 
borne by the municipality provided the availability of resource and that 
the Supply Chain Management Processes are followed, in the following 
manner: 

7.1.1 In respect of Full-time Councillors up to four (4) star 
accommodation 

7.1.2 In respect of Councillors and Officials up to three (3) star 
accommodation. 

7.2 Council shall arrange for dinner, bed and breakfast accommodation. 
Should the employee not accept Council accommodation, the official 
may, with consent of the Municipal Manager, arrange his own 
accommodation in which even a maximum of R750.00 per day shall be 
payable. Original invoices from the accommodation must be attached to 
the claim form together with the original toll gate slips; 

7.3 The Municipal Manager may authorise a higher amount if warranted and 
sleepover is also to be authorised by the Municipal Manager if the venue 
is less than 250 km from Emnambithi/Ladysmith Town; 

7.4 If the cost of accommodation includes, as it often does, the provision of 
breakfast, a subsistence allowance of R128.00 per day will apply in 
respect of domestic travel. Where breakfast is excluded the subsistence, 
allowance will be R150.00 per day. 

7.5 That should an accommodation allowance be claimed, an amount of 
R150.00 be claimed in respect of breakfast; 

7.6 Dinner allowance of R266.00 per night be provided when sleeping in a 
hotel or guest house. No alcohol to be paid for. 

7.7 Travelling and Accommodation for Travelling outside the boarders of the 
Republic of South Africa: 
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7.7.1 An accounting Officer may only approve purchase of economy 
class tickets for officials where the flying time for the flights is five houfik \ 
or less; and 

7.7.2 for flights exceeding five hours, may purchase business class 
tickets only accounting officers, and persons reporting directly to 
accounting officers. 

7.7.3 Notwithstanding sub - regulation (7.7.2), an accounting officer 
may approve the purchase of business class tickets for officials with 
disabilities 

7.7 The recoverable cost of travelling and accommodation for travelling 
"'outside the borders of the Republic of South Africa is to be determined 

in terms of the Foreign Subsistence Allowance published by SARS on 1 
March each year (Refer to Annexure A). The calculation will be at spot 
rate on the day on which the claim will be submitted for payment. 

7.8 In the case of both domestic and international travel, the day of departure 
and the day of return each qualify for a subsistence allowance of 
R128.00; 

7.9 For purposes of this policy, domestic travel shall mean travel within 
South Africa, and international travel shall mean travel to any country 
other than South Africa. 

7.10 An accounting officer must ensure that costs incurred for domestic 
accommodation and meals are in accordance with the maximum 
allowable rates for domestic accommodation and meals as 
communicated by the National Treasury, from time to time. 


SUBSISTENCE ALLOWANCE IF TRAVEL OUTSIDE MUNICIPAL AREA IS 

FOR A DAY OR PART OF A DAY WITH NO OVERNIGHT STAY 

8.1 If a representative is travelling internationally, approved South African 
Revenue Services rates as published are applicable. South African 
currency should be used in converting foreign currency on the day of 
paying out the subsistence allowance. If representatives travelling 
internationally are paid in excess of the South African Revenue Services 
rates, that such payment should be taxed. 

8.2 If a representative travel outside the municipal area for six (6) hours or 
more a subsistence allowance of R150.00 may be claimed; 

8.3 As an interim measure, in light of the recent amalgamation of Indaka 
Local Municipality and Emnambithi/Ladysmith Local Municipality, 
claims that are related to official business undertaken between former 
Indaka Local Municipality and Emnambithi/Ladysmith Local 
Municipality, may be claimed subject to prior approval by the Municipal 
Manager and being six (6) hours or more at an allowance of R150.00. 



9. WORKSHOPS ETC FINANCED BY COUNCIL 


9.1 Accommodation, transport and meals will be arranged at the cost of 
Council. If any representative prefers accommodation of his/her own 
choice no subsistence allowance will be payable; 

9.2 If Council transport not available, transport allowance is in number 5. 

10. OVERTIME 

If overtime is claimed for any event, no subsistence allowance shall be paid. 


11. AUTHORISATION 

11.1 For purposes of implementing this policy the following shall apply 
provided that in all instances the expenses to be incurred are on the 
approved budget; 

11.2 Only the Municipal Manager or the Mayor as the case may be may 
authorise any travel of one day or part thereof to be undertaken by 
officials, or payments to be made for persons invited to Ladysmith for 
interviews; 


11.3 Only the Executive Committee may authorise any travel of one (1) day 
or part thereof to be undertaken by the Mayor, Deputy Mayor, Speaker, 
any Councillor or the Municipal Manager, provided that the Municipal 
Manager in consultation with the Mayor may authorise such travel where 
time is limited to obtain Executive Committee approval; 

11 .4 Only the Executive Committee may authorise any travel in excess of one 
(1) day to be undertaken by any representative provided that the 
Municipal Manager or the Mayor as the case may be may authorise such 
travel where time is limited to obtain Executive Committee approval; 

11.5 An invitation to attend a workshop, meeting or related event is not an 
automatic authorisation to attend such workshop or event. The required 
authorisation must still be obtained from the Municipal Manager or Mayor 
or Executive Committee, as the case may be. 

11.6 Councillors should obtain prior authorization from the Speaker and the 
Municipal Manager will then approve 

12. NON-ATTENDANCE OR PARTIAL ATTENDANCE AT ANY EVENT 

Representatives to any conference, workshop or meeting must ensure that they 
arrive on time and attend until the conclusion of such event. If any 
representative fails to do so, the Executive Committee or the Municipal 



Manager, as the case may be, may recover part or all allowances and 
disbursements paid to enable such delegate or representative to attend such 
event, provided that such delegate or representative is afforded the opportunity 
to submit reasons for not being able to be present from the commencement to 
conclusion of such event. 




13. STAFF ATTENDING LONG COURSES 

13.1 That a long course will be any course attended for five (5) consecutive 
working days or longer; 

13.2 Council shall arrange for dinner, bed and breakfast accommodation. 
Should the employee not accept Council accommodation, the official 
may, with consent of the Municipal Manager, arrange his own 
accommodation in which event a maximum of R750.00 per day shall 
be payable. Original invoices from the accommodation must be attached 
to the claim form together with the original toll gate slips; 

13.3 That if possible, employees attending long courses make use of official 
transport for the duration of the course, every second week fuel will be 
provided to return home; 

13.4 That should it be necessary to utilise private transport the employee be 
remunerated at the Department of Transport’s rates determined from 
time to time, and also in respect of each two weeks’ period of the course 
to return home; 

13.5 That the training costs as well as travelling and subsistence allowance 
for Protection Services Officers attending any Traffic Training College be 
paid by Council on condition that: - 

13.5.1 Satisfactory progress reports be submitted monthly; 

13.5.2 The employee enters into an agreement with Council whereby 
such employee undertakes to remain in Council’s service for a 
period of three (3) years after the attendance of such courses, 
and should such an employee terminate his service with Council 
for any reason, the said costs shall be recovered from the 
employee on a pro rata basis. 

14. TRAVEL ALLOWANCES 

14.1 All Councillors receive a total remuneration package from the 
municipality that includes a travel allowance. 

14.2 A Councillor has the discretion and may include a travel allowance in 
the total remuneration package. 

14.3 A Councillor that elected to include a travel allowance within the total 
remuneration package structure must meet the following requirements: 
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14.3.1 The travel allowance may only be an amount up to the councillor’s 

request on total remuneration package. 

14.3.2 A logbook acceptable to the South African Revenue Service 

(SARS) must be kept recording the official and private 
kilometres travelled; 

14.3.3 The travel allowance will be included in the IRP5 of a Councillor 

for Purposes of accounting to SARS; 

14.3.4 On Income Tax Assessment, a Councillor must account to 
SARS for the use of the travel allowance. 

14.4 Reimbursement Allowance for Travel: - 

14.4.1 In addition to the travel allowance, as provided for under 16 
above, a Councillor may claim for the official distances travelled 
within the Alfred Duma Local Municipal boundaries 

14.4.2 Such official distances travelled shall be reimbursed in 
accordance with the applicable tariffs prescribed by the 
Department of Transport. 

14.4.4 Employees participating in the travelling allowance scheme may 
request authority from the Municipal Manager to log kilometres 
travelled once they have exceeded their allocated monthly travel 
allowance of which the total kilometres (subsidized and 
additional) should not exceed 1000 km’s per month 

14.4.5 Section 56 employees shall be entitled to re-imbursement of 
official travelling costs within the Alfred Duma Local Municipal 
boundaries of which prior approval must be obtained from the 
Municipal Manager and should not exceed 1000 kilometres per 
month 

14.4.6 Section 54 employees shall be entitled to re-imbursement of 
official travelling costs within the Alfred Duma Local Municipal 
boundaries of which prior approval must be obtained from the 
Mayor and should not exceed 1000 kilometres per month. 

14.4.7 Engine Capacity for all vehicles claiming Travelling Allowance is 
capped at 3.0 litres. 

OFFICIAL BUSINESS TRAVEL 

15.1 Official business-related travel is travel for any purpose that directly relates 
to the business or job of a Councillor and excludes travelling between the 
place of residence and ordinary place of work or business. 



15.2 For the purpose of calculating official business travel the following shall be 
applicable for Councillors (be applied to either local or district) 


15.2.1 Local Municipalities 


15.2.1.1 Full-time Councillors who are allocated offices at the 
municipal precinct shall have their ordinary place of 
business at the municipal precinct; 

15.2.1.2 Part-time Proportional Representative Councillors shall 
similarly have ordinary place of business at the local 
municipal precinct, unless deployed to a specific ward; 

15.2.1.3 Part-time Proportional Representative Councillors 
deployed to a specific ward shall have their ordinary 
place of business in that particular ward; 

15.2.1.4 Part-time Ward Councillors shall have their 
ordinary place of business at their respective 
wards (ward office/home). 


16. QUALIFICATION REQUIREMENTS OR ENTITLEMENT TO A 
REIMBURSEMENT FOR TRAVEL 

16.1 A travel reimbursement may only be extended to Councillors that have 
included the travel allowance within the total remuneration package structure; 

16.2 All travel on business of the municipality must be approved as such before a 
Councillor is entitled to claim for the travel reimbursement. 

16.3 A Councillor will be reimbursed, in accordance with the kilometre tariff 
prescribed by the Department of Transport, for official business travel with 
their private vehicles; 

16.4 A travel reimbursement claim must be supported by proof of such 
travel and related documents; 

16.5 No travel claim will be paid, and no Councillor will be entitled to the 
reimbursement, if the travel is not related to the official business of the 
municipality. 

17. PROCESS FOR TRAVEL REIMBURSEMENT 

17.1 The duly prescribed claim form must be full completed by a Councillor; 

17.2 The prescribed form must be submitted, within predetermined dates, to the 
Finance Department or the duly delegated official to be considered for 
reimbursement; 
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17.3 All claims will be reimbursed or paid with the next salary of such a Councillor; 

17.4 A claim for a travel reimbursement must be supported by:- 

17.4.1 A logbook acceptable to SARS recording the official kilometres 
travelled in a defined month; 

17.4.2 Any relevant supporting documentation. 

17.5 Staff members and Councillors must submit S & T claims by the 14 th of every 
month to the Pay Office to be included in that month pay run. 

- 17.6 Staff ‘members and Councillors are permitted to submit S & T Claims within three 
(3) months after the date of any trip undertaken on behalf of the municipality. 


18. COST OF MOVING / RELOCATION EXPENSES FOR SUCCESSFUL 

CANDIDATE 

18.1 The council shall pay relocation costs in respect of Section 54 and 56 
appointees be paid by the Municipality. The Municipality must obtain three 
quotations and shall pay the amount equals to the lowest quotation. 

18.2 That should a staff member who have received benefit of relocation costs 
leave the employ of the Municipality within six (36) months from date of 
employment, such costs to be refunded to Council. 

18.3 Should the service of the employee be terminated by council through no 
fault of his /her own, no refund shall be due to the Council. 

18.4 In respect of each month or part thereof from the date of termination of 
such services to the date when the 36 months would have expired, refund 
1/36 of the total cost of the assistance granted. 

19. LEGAL REQUIREMENTS 

In terms of Section 66 of the Municipal Finance Management Act No. 56 of 2003, the 
accounting officer of the municipality must report to the Council, in the format and for 
the period prescribed, all expenses relating to the officials/Councillor’s salaries, 
allowances and benefits, separately disclosing (inter alia) travel, subsistence and 
accommodation allowances paid. 
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DEFINITIONS 

In this policy, unless the context indicates otherwise, the following definitions are 
applied - 

'Accounting Officer’ means the Municipal Manager of the Municipality within 
the meaning of Section 82 of the Municipal Structures Act, 1998 (Act No.117 of 
1998); 

‘The Act’ means the Local Government Municipal Finance Management Act 
2003 (Act No. 56 Of 2003); 

‘Bid’ means a written offer in a prescribed or stipulated form in response to an 
invitation by an organ of state for the provision of services, works or goods. This 
replaces ‘tender’ used in previous policies; 

‘CFO’ means the Chief Financial Officer; 

‘Close family member’ means: (i) a member of the same household (including 
someone residing on the premises), (ii) parent (including adoptive parent), (iii) 
parent-in-law, (iv) son (including adoptive son), (v) son-in-law, (vi) daughter 
(including adoptive daughter), (vii) daughter-in-law, (viii) step-parent, (ix) step¬ 
son, (x) step-daughter,^xij brother, (xii) sister, (xiii) grandparent, (xiv) grandchild, 
(xv) uncle, (xvi) aunt, (xvii) nephew, (xviii) niece, (xix) the spouse or unmarried 
partner in any of (i)to (xii) above; 

‘Contract’ means the agreement that results from the acceptance of a bid or 
quotation by the Municipality; 

‘Firm price’ is the price that is only subject to adjustments in accordance with 
the actual increase or decrease resulting from the change, imposition, or 
abolition of customs or excise duty and any other duty, levy or tax which in terms 
of a law or regulation, is binding on the contractor and demonstrably has an 
influence on the price of any supplies or the rendering costs of any service, for 
the execution of the contract. 
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‘In the service of the state’ means to be - 

(a) a member of - 

(i) any municipal council; 

(ii) any provincial legislature; or 

(Hi) the National Assembly or the National Council of Provinces; 

(b) a member of the board of directors of any municipal entity; 

(c) an official of any municipality or municipal entity; 

(d) an employee of any national or provincial department, national or 
provincial public entity or constitutional institution within the meaning 
of the Public Finance Management Act, 1999 (Act No.1 of 1999); 

(e) a member of the accounting authority of any national or provincial or 
public entity; or 

(f) an employee of Parliament or provincial legislature. 

'Joint Venture' means a joint venture formed by Members in accordance with 
an Agreement; 

Long-term contract means a contract with a period exceeding one (1) year; 
‘MCM’ means the Management Committee of the municipality; 

MFMA' means the Municipal Finance Management Act (Act No. 56 of 2003); 

‘Quotation’ means a stated price that a supplier expects to receive for the 
provision of specified services, works or goods. 

‘Relevant Executive Director’ means the Head of the Department for which the 
goods or services are being procured; and 

SMME' means a supplier or entrepreneur with an annual turnover of R25 million 
or less and with black ownership, risk and control of not less than 50% is termed 
a small black supplier (SBS). 

'Senior Manager’ is defined in terms of Section 56 of the Municipal Structures 
Act as “a manager directly accountable to the Municipal Manager". 

‘Supply Chain Management Practitioners’ includes the Chief Financial 
Officer, Director: Finance, Assistant Manager: Finance, Senior Accountant: 
Budget Office and Supply Chain Management, and Accountant: Supply Chain 
Management. 

‘Supply Chain Management Unit’ comprises of the Supply Chain Manager, 
Quotation Clerks, Requisition Clerks, Delivery Clerks and Tender Clerks. 
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Treasury guidelines’ means any guidelines on supply chain management 

issued by the Minister in terms of section 168 of the MFMA. 

1. OBJECTIVES 

To provide a policy in which the Accounting Officer can institute and maintain a supply 
chain management system that: 

(a) Is transparent, efficient, equitable, competitive, and cost effective for the 
municipality, 

(b) Applies the highest ethical standards, 

(c) Promotes local economic development, 

(d) Assists in the delivery of quality service to the municipality’s customers, 

(e) Promotes interest and confidence in the municipality’s procurement processes 
and other related processes, and 

(f) Gives effect to and complies with relevant legislation, regulations and standards. 

By adopting this policy, the council undertakes to observe all applicable national 
legislation (including amendments and regulations) notably the: 

(a) Preferential Procurement Policy Framework Act No. 5 of 2000; 

(b) Broad Based Black Economic Empowerment Act No 53 of 2003; and 

(c) Munici pal F inan ce Management Act No. 56 of 2003. 

This policy is designed to supplement legal prescriptions, and the main provisions are 
either annexed to this policy or available in the relevant Acts, Regulations and 
Frameworks. 

2. SUPPLY CHAIN MANAGEMENT POLICY 

(1) All officials and other role players in the supply chain management system of the 
municipality must implement this Policy in a way that - 

(a) Gives effect to - 
(i) Section 217 of the Constitution; and 
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(ii) Part 1 of Chapter 11 and other applicable provisions of the Act; 

(b) Is fair, equitable, transparent, competitive and cost effective; 

(c) Complies with - 

(1) The Regulations; and 

(ii) Any minimum norms and standards that may be prescribed in 
terms of Section 168 of the Act; 

(d) Is consistent with other applicable legislation; 

(e) Does not undermine the objective for uniformity in supply chain 

management systems between organs of state in all spheres; and 

(f) is consistent with national economic policy concerning the promotion of 
investments and doing business with the public sector. 

(2) This Policy applies when the municipality - 

(a) Procures goods or services; 

(b) Disposes goods that are no longer needed; 

(c) Selects contractors to provide assistance in the provision of municipal 
-services otherwise than in circumstances where Chapter 8 of the— 

Municipal Systems Act applies; or 

(d) Selects external mechanisms referred to in section 80 (1) (b) of the 
Municipal Systems Act for the provision of municipal services in 
circumstances contemplated in section 83 of that Act. 

(3) This Policy, except where provided otherwise, does not apply in respect 
of the procurement of goods and services contemplated in section 
110(2) of the Act, including - 

(a) Water from the Department of Water Affairs or a public entity, another 
municipality or a municipal entity; and 

(b) Electricity from Eskom or another public entity, another municipality or a 
municipal entity. 
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3. AMENDMENT OF THE SUPPLY CHAIN MANAGEMENT POLICY 

(1) The Accounting Officer must - 

(a) At least annually review the implementation of this Policy; and 

(b) When the Accounting Officer considers it necessary, submit proposals 
for the amendment of this Policy to the Council. 

(2) If the Accounting Officer submits proposed amendments to the council that 
differs from the model policy issued by the National Treasury, the Accounting 
Officer must - 

(a) Ensure that such proposed amendments comply with the Regulations; 
and 

(b) Report any deviation from the model policy to the National Treasury 
and the relevant Provincial Treasury. 

(3) When amending this supply chain management policy, the need for 
uniformity in supply chain practices, procedures and forms between 
organs of state in all spheres, particularly to promote accessibility of 
supply chain management systems for small businesses must be taken 
into account. 

4. ~ METHODS AND PROCESS OF PROCUREMENT 
4.1 Procedures for Procurement 

The relevant department will prepare the request for quotations. 

All requests for the procurement of goods and services must: 

(a) Clearly specify the nature and quantity/duration of the goods and services 
required. Specifications should be prepared in an unbiased manner and in 
sufficient detail to enable meaningful evaluation of quotes and bids. 

(b) For requirements above R30 000, include the selection criteria which the quote 
will be evaluated against, noting that the Preferential Procurement Policy 
Framework and Supply Chain Management Regulations will apply above 

R30 000. 
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(c) Certified by the respective departmental official responsible for financial 
management that there is sufficient budget provision in their relevant budget for 
the procurement. 

(d) Signed by the Executive Director or official designated by them for this purpose, 
(c) Provided in sufficient time to allow for the lead time involved to procure the 

goods or services in accordance with this policy. 

The municipality is not obliged to accept any quotation or bid received. For a quotation 
or bid to be considered, it must substantially meet the specifications for the 
procurement and meet the needs of the municipality. If no quotation or bid is in terms of 
the specification, the evaluation authority may either: 

1. Call for new bids, or 

2. Recommend acceptance of the bid nearest to specification provided the 
evaluation authority is satisfied it offers acceptable value for money, will meet 
the needs of the municipality, and the Executive Director for which goods are 
procured concurs with the decision. 

4.2 Petty Cash Purchases of RO to an estimated value of R2 000 

Petty cash purchases from RO up to a value of R2 000 {VAT inclusive) may be 
procured by obtaining one (1) verbal quote provided a registered supplier from 
the Central Supplier Database of Government is used and the Executive 
Director is satisfied that the procurement is cost effective and fair. If a quotation 
was submitted verbally, the order may be placed only against written 
confirmation by the selected provider. Individual transactions are limited to a 
maximum of R2000.00. 

All petty cash purchases will be approved by the Executive Director, or a 
delegated official, prior to purchase and limited to a total of R 10 000.00 per 
month per department. Petty Cash purchases must be made in line with the 
Petty Cash Management Policy, as approved by Council. 

The Executive Director must supply monthly reports on petty cash purchases in 
accordance with Section 14 ‘Reporting’. Details of the date, company name, 
description of service or product and the amount must be included in the report. 
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Payments in respect of tyre puncture repairs to municipal vehicles may be paid 
from petty cash provided that a registered supplier from the municipal database 
is used. 

4.3 Purchases to an estimated value of more than R 2000 to R29 999 

Goods and services with a value up to R29 999 {VAT inclusive & other than 
petty cash purchases above) may be procured by obtaining three (3) written 
quotations from the list of prospective suppliers on the Central Supplier 
Database of Government (CSD) on a rotational basis, to avoid the abuse of this 
process. All quotes are to be inclusive of VAT and the relevant officer will record 
the name of each potential provider and their quoted prices. The supplier will 
provide written confirmation of price and goods for placement of an order. 

All prospective suppliers must meet the listing requirements of Section 13 (a), 
(b) and (c) of the Supply Chain Management Regulations. 

Quotations of an amount more than R2000 up to R29 999 will be evaluated by 
the Supply Chain Management Unit officials and be submitted for approval as 
per Section 4.6 of this policy. 

If it is not possible to obtain three (3) quotes, the reasons should be documented 
by the relevant officer and rep orte d quarterly to the Accounting Officer. 

Quotations can be sought from unlisted providers when there are no suitable 
providers for the commodity or service, provided the suppliers meet the following 
listing criteria of the Supply Chain Management Regulations. 

The provider who submitted the quotation: 

(a) has furnished the municipality with that provider's - 

(i) full name; 

(ii) identification number or company or other registration number; and 

(iii) tax reference number and VAT registration number, if any; 

(b) has authorised the municipality to obtain a tax clearance certificate from the South 
African Revenue Services that the provider’s tax matters are in order; and 

(c) has indicated - 

(i) whether he or she is in the service of the state, or has been in the service of 
the state in the previous twelve (12) months; 
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(ii) if the provider is not a natural person, whether any of its directors, 

managers, principal shareholders or stakeholders is in the service of the 
state, or has been in the service of the state in the previous twelve (12) 
months; or 

(iii) whether a spouse, child or parent of the provider or of a director, manager, 

(iv) shareholder or stakeholder referred to in sub paragraph (ii) is in the service 
of the state, or has been in the service of the state in the previous twelve 
(12) months. 

4.4 Purchases to an estimated value of R30 000 up to R 199 999 

Procurement for (individual items)/requirements above R30 000 up to R199 999 
(VAT inclusive) will be by inviting written price quotations (from the list of 
prospective suppliers in the first instance, when the municipal database is 
available). 

For quotations above R30 000: 

(a) The request will be displayed on the municipality’s notice board provided for the 
purpose, and on the website. Quotation notices will give at least seven (7) days 
notice and indicate the closing date for submissions. 

(b) The request will be subject to the requirements of the Preferential Procurement 
Policy Framework Act and its Regulations and evaluated in terms of the 80/20 
point system. 

(c) The Executive Director: Finance (CFO) or the Director: Finance is authorised to 
sign the advertisements for procurement of goods and sen/ices above 

R30 000 to R199 999. 

The quotation is required: 

(i) To be in writing, and signed by a person with the necessary authority to act on 
behalf of the prospective supplier, placed in a sealed envelope which is clearly 
marked with the notice number and deposited in the quotation box before or on 
the specified closing date and time. 

(ii) Substantially comply with the specifications set out in the quotation notice; 
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Where it is not possible to advertise for seven (7) days, the reasons will be 

documented by the relevant officer and approved by the Management 

Committee. 

Where it is not possible to seek prior approval from the Management Committee 
due to time constraints, approval must be obtained from the Accounting Officer. 

4.5 Purchased to an estimated value of R 200 000 and above and Long-Term 
Contracts 

Procurement requisitions per case above R200 000 (VAT inclusive) and long-term 
contracts will be by bid invitation. The request for bids will be prepared by the client 
department and the submitted to the Bid Specification Committee. The Bid document 
must also be provided to the Supply Chain Management Unit to: 

(a) Display on the municipality's notice board created for this purpose. 

(b) Place on the Municipality's website. 

(c) Advertise in a commonly circulated local newspaper for at least fourteen(14) 
days from the date the advertisement is placed for requirements not above a 
transaction value of R10 million and for thirty (30) days for requirements in 
excess of R10 million and long term contracts for longer than a period of one 
(1) year. 

(d) Include the requirementJhat bids can only be submitted on the bid 
documentation provided by the municipality. 

(e) Include the date, time and location of any site meeting or briefing session. 

(f) Include the dosing date and opening time of the bid. 

(g) Include a statement indicating whether any portion of the goods or services are 

expected to be sourced from outside the Republic, and if so, what portion and 
whether any portion of payment from the municipality or municipal entity is 
expected to be transferred out of the Republic. 

The Accounting Officer may determine a closure date for the submission of bids which 
is less than the thirty (30) days or fourteen (14) days requirement, but only if such 
shorter period can be justified on the grounds of urgency or emergency or any 
exceptional case where it is impractical or impossible to follow the official procurement 
process. 
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The Bid Specification Committee may decide to extend the public invitation to other 

means such as the Government Tender Bulletin and the National Press. 


For a bid to be considered, it must comply with the requirements of Section 13 (a), (b) 
and (c) of the Supply Chain Management Regulations, and Section 7 of the policy, 
‘General Conditions and Procedures’. The Municipality may charge a non-refundable 
deposit for provision of bid documents. Bids from ‘Prohibited Bidders’ in terms of 
Sections 43 and 44 of the Supply Chain Management Regulations will not be 
considered. 


The Bid Evaluation Committee will evaluate bids above R200 000 in accordance with 
the principles of adjudication of this policy and make recommendations to the Bid 
Adjudication Committee. 


4.6 Delegation for Procurement Process 


Purchase Value 

Required Process 

Petty Cash R0 to R2 000 

• One (1) verbal quote from database of 
suppliers. 

• Approved by Executive Director. 

• Reported to MCM monthly. 

• Transaction should not exceed R2000. 

Above R10 000 to R29 999 — 

• At least three (3) written quotations (from the 
database of suppliers when available). 

• Valid tax clearance certificate required. 

• Expenditure approval by Executive 

Director and Chief Financial 

Officer/Director: Finance/ Manager: Supply 
Chain Management/ Assistant Manager: 
Supply Chain Management or any other 
delegated official. 

Above R30 000 to R199 999 

• At least three (3) written quotations (from the 
database of suppliers when available). 

• Valid tax clearance certificate required. 

• Seven (7) day advertisement on Municipal 
Website and Municipal Notice Boards. 

• 80/20 Preference Point System applies. 

• Expenditure approval by Executive 

Director and Chief Financial 

Officer/Director :Finance and/or 

Accounting Officer 
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Above R200 000 to R50 000 000 

• Formal bid required. 

• Recommendation by Bid Evaluation 

Committee. 

• Preferential Procurement Policy Framework 

Act and Supply Chain Management 

Regulations - 80/20 Preference Point System 
applies. 

• Approval by Bid Adjudication Committee 
and/or Accounting Officer. 

Above R50 000 000 

• Formal bid required. 

• Recommendation by Bid Adjudication 
Committee 

• Preferential Procurement Policy Framework 

Act and Supply Chain Management 
Regulations-90/10 Preference Point System 
applies 

• Approval by Bid Adjudication Committee 
and/or Accounting Officer. 


Evaluation of tenders on functionality 

4.6.1 An organ of state must indicate in the invitation to submit a tender if that tender 
will be evaluated on functionality. 

4.6.2 The evaluation criteria for measuring functionality must be objective. 

4.6.3 The tender documents must specify- 

_a), the evaluation criteria for measuring functionality 

b) the points for each criteria and, if any, each sub-criterion, 

c) the minimum qualifying score for functionality 

4.6.4 The minimum qualifying score for functionality for a tender to be considered 
further - 

a) must be determined separately for each tender: and 

b) may not be so- 

(i) low that it may jeopardise the quality of the required goods or services: 
or 

(ii) high that it is unreasonably restnctive. 

4.6.5 Points scored for functionality must be rounded off to the nearest two decimal 
places. 
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4.6.6 A tender that fails to obtain the minimum qualifying score for functionality as 
indicated in the tender documents is not an acceptable tender. 

4.6.7 Each tender that obtained the minimum qualifying score for functionality must be 
evaluated further in terms of price and the preference point system and any 
objective criteria envisaged in regulation 11. 

4.6.8 The municipality will implement a pre-qualification/functionality scorecard for all 
Supply Chain Management processes above R30 000, taking into consideration 
the nature of the procurement. Factors taken into consideration includes but is 
not limited to the following: 

• Locality 

• Disability 

• Experience 

• Female Owned 

• Youth 

4.6.9 Pre-qualification criteria for preferential procurement 

1. If an organ of state decides to apply pre-qualifying criteria to advance certain 
designated groups, that organ of state must advertise the tender with a 
specific tendering condition that only one or more of the following tenderers 
may respond- 

(a) a tenderer having a stipulated minimum B-BBEE status level of contributor; 

(b) an EME or QSE, 

(c) a tenderer subcontracting a minimum of 30% to- 

(a) and EME of QSE; 

(b) an EME or QSE which is at least 51% owned by black people; 

(c) an EME or QSE which is at least 51% owned by clack people who 
are youth; 

(d) an EME or QSE which is at least 51% owned by people who are 
women; 

(e) an EME or QSE which is at least 51% owned by black people with 
disabilities; 
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(f) an EME or QSE which is 51% owned by clack people living in rural 

or underdeveloped areas or townships; 

(g) a co-operative which is at least 51 % owned by black people; 

(h) -an EME of QSE which is at least 51% owned by black people who 

are military veterans. 

2. A tender that fails to meet any pre-qualifying criteria stipulated in 
the tender documents is an unacceptable tender. 


4.7 Principles of Adjudication 

4.7.1 Adjudication of Bids valued at more than R 30 000 to R1 000 000 

For all quotations and bids with an estimated value of more than R30 000 to 
R1 000 000, preference points will be allocated as follows: 


Price 

Specified Goals 
Total 


POINTS 

80 

20 

100 


The following formula will be used to calculate the points for price in respect of 
competitive bids/prices or quotations with a Rand value above/more than R30 000 to 
fit 000 000. 


( Pt-Pmin ) 

Ps = 80 (1 --) 

( P min ) 

Where 

Ps = Points scored for price of bid/offer under consideration. 

Pt = Rand value of offer/bid consideration. 

Pmin = Rand value of lowest acceptable bid/offer. 

4.7.1.1 Subject to point (4.7.1.1), points must be awarded to a bidder for attaining the 
B-BBEE status level of contributor in accordance with the table below. 
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B-BBEE STATUS LEVEL OF CONTRIBUTOR 

- a _ d. _ 

NUMBER OF POINTS 

1 

20 

2 

18 

3 

16 

4 

12 

5 

8 

6 

6 

7 

4 

8 

2 

Non-compliant contributor 

0 


4.7.1.2 A maximum of 20 points may be allocated in accordance with point 
4.7.1.1. 


4.7.1.3 The points scored by a bidder in respect of B-BBEE contribution contemplated 
in point 4.7.1.1 must be added to the points scored for price as calculated in 
accordance with point 4.7.1. Points will only be allocated to a supplier whose B- 
BBEE certificate was issued by a SANAS accredited institution. In the case of 
Emerging Micro Enterprises points will only be awarded for B-BBEE certificates 
issued by Accountants/Auditors accredited by professional bodies. 

4.7.1.4 Subject to regulation 4.7.3, the contract must be awarded to the bidder who 
scores the highest total number of points. 


4.7.2 Adjudication of Bids above R50 000 000 


For all bids with an estimated value above R50 000 000, preference points will be 
allocated as follows: 


Price 

Specified Goals 
Total 


POINTS 

90 

JO 

100 
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4.7.2.1 The following formula must be used to calculate the points for price in respect 

of competitive bids/prices and quotations with a Rand value above R50 000 000 
(all applicable taxes included}: 

( Pt-Pmin ) 

Ps = 90 (1 - -) 

( P min ) 

Where 

Ps = Points scored for price of bid/offer under consideration. 

Pt = Rand value of offer/bid consideration. 

Pmin = Rand value of lowest acceptable bid/offer. 

4.7.2.2 Subject to point 4.7.2.3, points must be awarded to a bidder for attaining their 
B-BBEE Status level of contributor in accordance with the table below: 


B-BBEE STATUS LEVEL OF CONTRIBUTOR 

NUMBER OF POINTS 

1 

10 

2 

9 

3 

8 

4 

5 

5 

4 

6 

3 

7 

2 

8 

1 

Non-compliant contributor 

0 


Prior to the award of a bid, the Municipality may cancel the bid process. 

4.7.2.3 A maximum of 10 points may be allocated in accordance with point 
4.7.2.2. 
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4.7.2.4 The points scored by a bidder in respect of the level of B-BBEE contribution 

contemplated in point 4.7.2.2 must be added to the points scored for price as 
calculated in accordance with point 4.7.2.1. 

4.7.2.5 Subject to regulation 4.7.3, the contract must be awarded to the bidder who 
scores the highest total number of points. 

4.7.3 Award of contracts to bidders not scoring the highest number of points 

4.7.3.1 A contract may be awarded to a bidder that did not score the highest total 
number of points, only in accordance with section 2 (1) (f) of the Act. 

4.7.3.1.1 If an organ of state intends to apply objective criteria in terms of 
section 2(1 )(f) of the Act, the organ of state must stipulate the objective cnteria 
in the tender documents. 

4.7.3.2ln exceptional circumstances a contract may on reasonable and justifiable 
grounds, be awarded to a bidder that did not score the highest points. The 
reasons for such a decision must be approved and recorded for audit purposes 
and must be justifiable in a court of law. 

Circumstances 

(a) If the bidder is engaged in another similar project for which he was 
appointed by the Alfred Duma Municipality. 

(b) If the capabilityof the bidder is deemed unfit to execute two 
projects at the same time. 

(c) The rotation and fair distribution of work to contractors, especially 
local SMME's. 

(d) If the bidders progress on a previously appointed project is 
unsatisfactory. 

Criteria for breaking deadlock in scoring 

(a) If two or more tenderers score an equal total number of points, the contract 
must be awarded to the tenderer that scored the highest points for B-BBEE. 

(b) If functionality is part of the evaluation process and two or more tenderers 
score equal total points and equal preference points for B-BBEE, the 
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contract must be awarded to the tenderer that scored the highest points for 

functionality. 

(c) If two or more tenderers score equal total points in all respects, the award 
must be decided by the drawing of lots. 

4.7.4 Cancellation and re-invitation of bids 

4.7.4.1 (a) In the event that, in the application of the 80/20 preference point system 

as stipulated in the bid documents, all bids received exceed the 
estimated Rand value of R50 000 000, the bid invitation must be 
cancelled. 

(b) If one or more of the acceptable bids received are within the prescribed 
threshold of R50 000 000, all bids received must be evaluated on the 
80/20 preference point system. 

4.7.4.2 (a) In the event that, in the application of the 90/10 preference point system 

as stipulated in the bid documents, all bids received are equal to, or 
below R50 000 000, the bid must be cancelled. 

(b) If one or more of the acceptable bids received are above the prescribed 
threshold of R50 000 000, all bids received must be evaluated on the 
90/10 preference point system. 

4.7.4.3 An organ of state which has cancelled a bid invitation as contemplated in point 
4.7.4.1 (a) and 4.7.4.2 (a) must re-invite bids and must, in the bid documents, 
stipulate the correct preference point system to be applied. 

4.7.4.4 An organ of state may, prior to the award of a bid, cancel a bid if- 

(a) due to changed circumstances, there is no longer a need for the 
services, works or goods requested; or 

(b) funds are no longer available to cover the total envisaged expenditure; 
or 

(c) no acceptable bids are received. 

4.7.4.5 The lowest or any bid will not necessarily be accepted and the Alfred Duma 
Municipality reserve the right to accept the whole or any part of a bid or to reject 
any or all the bids without slating the reasons thereof. 
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4.7.4.6 Regret letters will be sent to all bidders informing them that the bidding process 

has been cancelled. 

4.7.4.7 Remedies 

(1) ^Uporudetecting that a tenderer submitted false information regarding its 

B-BBEE status level of contributor, local production and content, or any 
other matter required in terms of these Regulations which will affect or 
has affected the evaluation of a tender, or where a tenderer has failed to 
declare any subcontracting arrangements, the organ of slate must- 

(a) inform a tenderer accordingly: 

(b) give the tenderer an opportunity to make representations within 14 days 
as to why- 

(i) the tender submitted should not be disqualified or, if the tender has 
already been awarded to the tenderer, the contract should not be 
terminated in whole or in part; 

(ii) if the successful tenderer subcontracted a portion of the lender to 
another person without disclosing it, the tenderer should not be 
penalised up to 10 percent of the value of the contract, and 

(iii) the tenderer should not be restncted by the National Treasury from 
conducting any business for a penod not exceeding 10 years with any 
organ of state, and 

(c) if it concludes, after considering the representations referred to in 
subregulation (1){b), that 

(i) such false information was submitted by the tenderer- 

tea) disqualify the tenderer or terminate the contract in whole or in 
part: and 

(bb) if applicable, claim damages from the tenderer; or 

(ii) the successful tenderer subcontracted a portion of the tender to 
another person without disclosing, penalise the tenderer up to ten 10 
percent of the value of the contract. 

(2) (a) An organ of state must- 

(i) inform the National Treasury, in writing, of any actions take in terms of 
subregulation (1), 

(ii) provide written submissions as to whether the tenderer should be 
restricted from conducting business with any organ of state, and 
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(iii) submit written representations from the tenderer as to why that 

tenderer should not be restricted from conducting business with any 

organ of state. 

(b) The National Treasury may request an organ of state to 
submit further information pertaining to subregulation (1) within a 
specified period. 

(3) The National Treasury must- 

(a) after considering the representations of the tenderer and any other 
relevant information, decide whether to restrict the tenderer from 
doing business with any organ of state for a period not exceeding 10 
years; and 

(b) maintain and publish on its official website a list of restricted 
suppliers. 

4.8 Supply Chain Management Unit 

A Supply Chain Management Unit will be established in the Budget and 
Treasury Office of the Department: Finance to implement this policy. This Unit 
will report to the Chief Financial Officer (or delegate) in terms of section 82 of 
the Act. 

4.9 Negotiations with Preferred Bidders 

(1) The Accou ntin g Officer may negotiate the final terms of a co ntract with bidders 
identified through a competitive bidding process as preferred bidders, provided 
that such negotiation - 

a) Does not allow any preferred bidder a second or unfair opportunity; 

b) Is not to the detriment of any other bidder; and 

c) Does not lead to a higher price than the bid as submitted. 

(2) Minutes of such negotiations must be kept for record purposes. 

4.10 Advising of Results 

All approved bids will be listed on the municipality's website and relevant notice boards 
on a quarterly basis for a period of seven (7) days. In addition, the Supply Chain 
Management Unit will notify successful bidders in writing of the awarding of the contract 
subject to the time period for appeal by unsuccessful bids. The Council will be informed 
of all bids considered by the Bid Adjudication Committee. 
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4.11 Compilation of a List of Prospective Suppliers 

(1) The Accounting Officer (or delegate) will- 

a) Compile a list of prospective suppliers to be used in procurement 
requirements in terms of Section 4.2,4.3 and 4.4 above. 

b) At least once a year through commonly circulated local newspapers, 
the municipality’s website and any other appropriate ways, invite 
prospective suppliers of goods or services to apply for evaluation and 
listing as accredited prospective suppliers. 

c) Specify the listing criteria for accredited prospective providers; and 

d) Disallow the listing of any prospective provider whose name appears on the 
National Treasury’s database as a person prohibited from doing business 
with the public sector. 

(2) The list must be updated at least quarterly to include any additional prospective 
providers and any new commodities or types of services. 

(3) Suppliers who wish to be included in the list of prospective suppliers without 
waiting for the next invitation may approach the Supply Chain Management 

Unit for inclusion, provided they supply the necessary documentation and 
information for evaluation. Once these requirements have been satisfied, the 
Supply Chain Management Unit will evaluate the supplier and provide a 
response within fourteen (14) days. 

(4) Thelist must be compiled per commodity and per type of service; 

(5) To be eligible for listing, all prospective suppliers must meet the criteria of 
Section 13 (a), (b) and (c) of the Supply Chain Management Regulations. 


4.12 Two-stage Bidding Process 

(1) A two-stage bidding process may be used for 

(a) Large complex projects; 

(b) Projects where it may be undesirable to prepare complete detailed technical 
specifications in advance, and 

(c) Long term projects with a duration period exceeding three (3) years. 

(2) The first stage will invite technical proposals on the basis of conceptual design or 
performance specifications, subject to adjustments and technical and commercial 
clarifications. 
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(3) The second stage will require amended bidding documents, and the submission 

of final technical proposals and priced bids. 

4.13 Unsolicited bids 

(1) In accordance with Section 113 of the Act, there is no obligation to consider 
unsolicited bids received outside a normal bidding process. 

(2) The Accounting Officer may decide in terms of Section 113{2) of the Act to 
consider an unsolicited bid, only if - 

(a) The product or service offered in terms of the bid is a demonstrably or 
proven unique innovative concept; 

(b) The product or service will be exceptionally beneficial to, or have 
exceptional cost advantages; 

(c) The person who made the bid is the sole provider of the product or 
service; and 

(d) The reasons for not going through the normal bidding processes are 
found to be sound by the Accounting Officer. 

(3) If the Accounting Officer decides to consider an unsolicited bid that complies 
with subparagraph (2) of this policy, the decision must be made public in 
accordance with Section 21A of the Municipal Systems Act, together with - 

(a) Reasons as to why the bid should not be open to other competitors; 

(b) An explanation of the potential benefits if the unsolicited bid were 
accepted; and 

(c) An invitation to the public or other potential suppliers to submit their 
comments within thirty (30) days of the notice. 

(4) The Accounting Officer must submit all written comments received 
pursuant to subparagraph (3), including any responses from the unsolicited 
bidder, to the National Treasury and the relevant Provincial Treasury for 
comment. 

(5) The Bid Adjudication Committee must consider the unsolicited bid and may 
award the bid or make a recommendation to the Accounting Officer, 
depending on its delegations. 

(6) A meeting of the Bid Adjudication Committee to consider an unsolicited bid 
must be open to the public. 
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(7) When considering the matter, the Bid Adjudication Committee must take into 

account - 

(a) Any comments submitted by the public; and 

(b) Any written comments and recommendations of the National Treasury 
or the relevant Provincial Treasury. 

(8) If any recommendations of the National Treasury or Provincial Treasury are 
rejected or not followed, the Accounting Officer must submit to the Auditor- 
General, the relevant Provincial Treasury and the National Treasury the 
reasons for rejecting or not following those recommendations. 

(9) Such submission must be made within seven (7) days after the decision on 
the award of the unsolicited bid is taken, but no contract committing the 
municipality to the bid may be entered into or signed within thirty (30) days of 
the submission. 

4.14 Procurement of Goods and Services under contracts secured by other 
Organs of State 

(1) The Accounting Officer may procure goods or sen/ices under a contract 
secured by another organ of state, but only if - 

(a) The contract has been secured by that other organ of state by means of a 
competitive bidding process applicable to that organ of state; 

(b) There is no reason to believe that such contract was not validly 
procured; 

(c) There are demonstrable discounts or benefits to do so; and 

(d) That other organ of state and the provider have consented to such 
procurement in writing. 

Sub paragraphs (1 ){c) and (d) do not apply if - 

(a) A municipal entity procures goods or services through a contract secured 
by its parent municipality; or 

(b) A municipality procures goods or services through a contract secured by a 
municipal entity of which it is the parent municipality. 


Page 27 of 69 




Alfred Duma Municipality Supply Chain Management Policy 
(2) This process can be applied under the following circumstances: 

(a) If the contract was advertised and the bid was not responsive. 

(b) . If he Supply Chain Management processes were delayed due to an 
objection or an appeal. 

(c) Due to technical challenges in the implementation of the project e.g. 

Land etc. 

(d) If the appointed bidder is unable to complete the project. 

(e) To avoid the withdrawal of grants allocated to Council. 

(f) Due to inadequate time to undergo the normal Supply Chain 
Management processes. 

4.15 Proudly SA Campaign 

The municipality supports the Proudly SA Campaign to the extent that, all things being 
equal, preference is given to procuring local goods and services from: 

• Firstly - suppliers and businesses within the municipality or district; 

• Secondly - suppliers and businesses within the relevant province; 

• Thirdly - suppliers and businesses within the Republic. 

4.16 SMALL MICRO MEDIUM ENTERPRISES 

4.16.1 EMERGING CONTRACTORS 
Registration and Profiling 

The following are minimum requirements for admission into the Municipality’s supplier 
database: 

4.16.1.1 Registration with CIDB 

4.16.1.2 Undergone the determined Engineering Basic Training (for CIDB 
level 1) 

4.16.1.3 Registration on the Central Supplier Database of Government (CSD) 


4.16.2 Database Formulation 

4.16.2.1 The municipality reserves the right to limit the number of emerging 
contractors it registers in order to manage the development of 
contractors efficiently and effectively. 
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4.16.2.2 The list should be used to promote participation of Local Black-owned 

Small, Medium and Micro Enterprises (SMME's). 

4.16.2.3 The list must be updated at least quarterly to include any additional 
prospective providers and any new commodities or types of services. 

The following schedule indicates the maximum number of contracts and maximum 
values within each stage that a single contractor must complete before advancing to the 
next stage. 


STAGE 

MAXIMUM CONTRACT 
VALUE 

MAXIMUM 
NUMBER OF ANY 
PROJECTS 

MAXIMUM 
ACCUMULATED 
CONTRACT 
VALUES IN THE 
STAGE 

1 

R50 000.00 

4 

R200 000.00 

2 

R100 000.00 

4 

R400 000.00 

3 

R150 000.00 

4 

R600 000.00 

4 

R200 000.00 

4 

R800 000.00 

5 

R500 000.00 

5 

R1 000 000.00 

6 

R1 500 000.00 

3 

R4 500 000.00 


• The Alfred Duma Municipality will implement these thresholds in a phased 
approach. The first_stage. wilLbeimplemented and reviewed in 2012/2013. 

• Goods and services may be procured from SMME's at a premium of 10%. 

• SMME's within the very micro category will be paid within seven (7) days of 
receipt of an approved invoice. All other payment are to be made within fourteen 
(14) days. 

• A person awarded a contract of an amount greater than or equal to R50 000 000 
(Fifty Million Rand) must include 50% local labour in their staff component. 


• A person awarded a contract of an amount greater than or equal to R50 000 000 
(Fifty Million Rand) must subcontract the minimum of 20% of the contract to 
local contractors. 
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4.16.3 Subcontracting as condition of tender 

14.16.3.1 If feasible to subcontract for a contract above R30 000 000 
an organ of state must apply subcontracting to advance 
designated groups. 

14.16.3.2 If an organ of state applies subcontracting as contemplated 
in subregulation (1), the organ of state must advertise the 
tender with a specific tendering condition that the successful 
tenderer must subcontract a minimum of 30% of the value 
of the contract to_ 

(a) and EME of QSE; 

(b) an EME or QSE which is at least 51% owned by black people; 

(c) an EME or QSE which is at least 51% owned by clack people who 
are youth; 

(d) an EME or QSE which is at least 51% owned by people who are 
women; 

(e) an EME or QSE which is at least 51% owned by black people with 
disabilities; 

<f) an EME or QSE which is 51 % owned by clack people living in rural 
or underdeveloped areas or townships; 

(g) a co-operative which is at least 51 % owned by black people; 

(h) an EME of QSE which is at least 51% owned by black people who 
are military veterans; or 

(i) more than one of the categories referred to in paragraphs (a) to 
(h). 

14.16.3.3 The organ of state must make available the list of suppliers 
registered on a database approved by National Treasury to 
provide the required goods or services in respect of the 
applicable designated groups mentioned in subreguiation 
(2) from which the tenderer must select a supplier. 
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4.16.4 Subcontracting after award of tender 

14.16.4.1 A person awarded a contract may only enter into a 
subcontracting arrangement with the approval of the organ 
of state. 

14.16.4.2 A person awarded a contract in relation to a designated 
sector, may not subcontract in such a manner that the local 
production and content of the overall value of the contract is 
reduced to below the stipulated minimum threshold. 

14.16.4.3 A person awarded a contract may not subcontract more 
than 25% of the value of the contract to any other enterprise 
that does not have an equal or higher B-BBEE status level 
of contributor than the person concerned, unless the 
contract is subcontracted to an EME that has the capability 
and ability to execute the subcontract. 


5. DEVIATIONS FROM THE PROCUREMENT PROCESS 

(1) The Accounting Officer may - 

(I) Deviate from the processes established by this policy and procure through 
any convenient process, which may include direct negotiations, but only 

(i) In an emergency; 

(ii) If such goods or services are produced or available from a single 
supplier only; 

(iii) For the acquisition of special works of art or historical objects where 
the specifications are difficult to compile; 

(iv) Acquisition of animals for zoos and/or nature and game reserves; or 

(v) In any other exceptional case where it is impractical or impossible to 
follow the official procurement processes; and 

(vi) If it is not possible to obtain three (3) quotations, the reasons should 
be documented by the relevant officer, approved by the Director: 
Finance and be reported quarterly to the Accounting Officer. 

(b) Ratify any minor breaches of the procurement processes by an official or 
committee acting in terms of delegated powers or duties which are purely of 
a technical nature. 
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(c) If there is a need to deviate from the Supply Chain Management processes, 

the Executive Director of the affected Department must submit a motivation 

in writing to the Accounting Officer for approval. Once approval from the 

Accounting Officer has been obtained, the procurement form and the signed 

approval must be submitted to the Department of Finance (SCM Unit) to 

expedite the procurement process. 

(2) The Accounting Officer must record the reasons for any deviations in terms of sub 
paragraphs (1), (a) and (b) of this policy and report them to the next meeting of 
the Council and include as a note to the Annual Financial Statements. 

(3) Sub paragraph (2) does not apply to the procurement of good and services, 
including - 

(a) Water from the Department of Water Affairs or a public entity, another 
municipality or a municipal entity; and 

(b) Electricity from Eskom or another public entity, another municipality or a 
municipal entity. 

6. SUPPLY CHAIN MANAGEMENT COMMITTEES 
6.1 — Bid Specification Committee 

The Accounting Officer will appoint members to the Bid Specification Committee to 
compile the specifications for procurement of goods or services by the municipality. 

Specifications should be: 

(1) Prepared in an unbiased manner to allow all potential suppliers to offer their 
goods or services; 

(2) In sufficient detail to enable meaningful evaluation of quotes and bids; 

(3) Take into account any accepted standards such as those issued by Standards 
South Africa, the International Standards Organisation or an authority accredited 
or recognised by the South African National Accreditation System with which the 
equipment or material or workmanship should comply; 

(4) Where possible, be described in terms of performance required rather than in 
terms of descriptive characteristics for design; 
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(5) May not create trade barriers in contract requirements in the forms of 

specifications, plans, drawings, designs, testing and test methods, packaging, 
marking or labelling of conformity certification; 

(6) May not refer to any particular trade mark, name, patent, design, type, specific 
origin or producer unless there is no other sufficiently precise or intelligible way of 
describing the characteristics of the work in which case such reference must be 
accompanied by the words “equivalent”; 

(7) Must Indicate each specific goal for which points may be awarded in terms of the 
points system in the Preferential Procurement Act and its Regulations; and 

(8) Must be approved by the Accounting Officer prior to the advertisement of the bid. 

(9) A bid specification committee must be comprised of one or more officials of the 
municipality or municipal entity, preferable by the manager responsible for the 
function involved and may, when appropriate, include external specialist advisers. 

(10) No person, advisor or corporate entity involved with the Bid specification 
Committee may bid for any resulting contracts. 

6.2 Bid Evaluation Committee 

The Accounting Officer will appoint members to the Bid Evaluation Committee to 
undertake the evaluation of bids. 

(1) The Bid Evaluation Committee will - 

(a) Evaluate bids in accordance with 

(i) The specifications for a specific procurement; and 

(ii) The points system as set out in Section 4.7 of this policy. 

(b) Ensure bids are compliant with the requirements of the Supply Chain 
Management Regulations and this policy; 

(c) Evaluate each bidder's ability to execute the contract; 

(d) Check in respect of the recommended bidder whether municipal rates and 
taxes and municipal service charges are not in arrears; and 

(e) Submit to the Bid Adjudication Committee, within fourteen (14) days of the 
closing date of bids, a report and recommendations regarding the award of 
the bid or any other related matter. 

(2) The Bid Evaluation Committee must as far as possible be composed of - 
(a) Officials from Departments requiring the goods or services; and 
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(b) At least one Supply Chain Management practitioner of the municipality 

or municipal entity; 

(3) The Bid Evaluation Committee will reject any bidder who: 

(a) Fails to provide proof from SARS that the bidder has no outstanding tax 
obligations, or has made arrangements to meet outstanding tax obligations, 

(b) Has municipal rates, taxes and service charge in arrears, 

(c) Has committed a corrupt or fraudulent act in competing for the contract, or 
has been convicted of fraud or corruption in the last five (5) years, 

{d) Has abused the Supply Chain Management System or committed any 
improper conduct in relation to the system, and 

(e) Has wilfully neglected, reneged on or failed to comply with any government, 
municipal or other public sector contract during the past five(5) years. 

(4) Within fourteen (14) days of the closing of bids, the Bid Evaluation Committee will 
provide to the Bid Adjudication Committee a report and recommendations 
regarding the award of the bid or any other related matter. 

6.3 Bid Adjudication Committee 

(1.). The Accounting Officer will appoint mem bers t o the B i d Ad judication Committee to 

perform the adjudicating functions of this policy. The committee must consist of at 
least four (4) Senior Managers and will be composed as follows: 

(a) At least three (3) Senior Managers who are not a Head of the Department 
being procured for. 

(b) The Chief Financial Officer or, if unavailable, another manager in the Budget 
and Treasury Office reporting directly to the Chief Financial Officer and 
designated by the Chief Financial Officer. 

(c) At least one Senior Supply Chain Management practitioner who is an official 
of the municipality. 

(d) A technical expert in the relevant field, who is an official of the municipality, if 
such an expert exists (and who was not part of the Bid Evaluation 
Committee). 
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(2) Neither a member of the Bid Evaluation Committee, nor an advisor of a person 

assisting the Bid Evaluation Committee, may be a member of the Bid 
Adjudication Committee. 

(3) The. Accounting Officer will appoint the chairperson and an alternate 
Chairperson of the committee and when one of the appointees is absent, the 
members of the committee who are present will elect one of them to preside at 
the meeting. 

(4) The Bid Adjudication Committee will - 

(a) For bids with a value of R5 000 000 or less, make a final award or a 
recommendation to the Accounting Officer to make the final award. 

(b) For bids with a value greater than R5 000 000, make recommendation 
to the Accounting Officer on how to proceed with the relevant 
procurement. 

(4) The Bid Adjudication Committee will effectively meet as a sub committee of the 
Management Committee with the exclusion of the Accounting Officer and 
Fleads of Departments or staff members with an interest in the bid, or who have 
been part of the Bid Evaluation Committee for the bid. The quorum is the 
chairperson and three members. 

(6) The minutes of the Bid Adjudication Committee meeting, as the sub-committee 
of the Management Committ ee w ill serve as the written report and will be 
required to be submitted to the Accounting Officer in terms of Section 5 (3) of 
the Supply Chain Management Regulations- 

(a) If the Bid Adjudication Committee decides to award a bid other than the 
one recommended by the Bid Evaluation Committee, the Bid 
Adjudication Committee must prior to awarding the bid - 

(i) Check in respect of the preferred bidder whether that bidder’s municipal 

rates and taxes and municipal service charges are not in arrears, and 

(ii) Notify the Accounting Officer for ratification purposes. 

(b) The Accounting Officer may - 


Page 35 of 69 





Allred Duma Municipality Supply Chain Management Policy 

(i) After due consideration of the reasons for the deviation, ratify or reject 

the decision of the Bid Adjudication Committee referred to in (a); and 

(ii) If the decision of the Bid Adjudication Committee is rejected, refer the 

decision of the Bid Adjudication Committee back to that committee for 
reconsideration. 

(7) The Accounting Officer may at any stage of a bidding process, refer any 
recommendation made by the Bid Evaluation Committee or the Bid 
Adjudication Committee back to that committee for reconsideration of the 
recommendation. 

(8) The Accounting Officer must comply with Section 114 of the Act within ten (10) 
working days in terms of notifying the required parties if a bid other than the 
one recommended is approved. 


7. GENERAL CONDITIONS AND PROCEDURES 
7.1 General Directives 

(1) The following general conditions and procedures contained in this document are 
applicable to all orders and contracts, unless otherwise approved by the 
Accounting Officer prior to the invitation of the bid. 

(2) Where applicable, special conditions or procedures are also laid down by the 

Accounting-Officer to cover specific supplies or services. 

(3) Where such special conditions or procedures are in conflict with the general 

conditions and procedures, the special conditions or procedures shall apply. 

(4) The bidder shall satisfy himself/herself with the conditions and circumstances of 

the bid. By bidding, the bidder shall deem to have satisfied himself/herseif as 
to all the conditions and circumstances of the bid. 

(5) Formal contracts are concluded with the contractors only where this requirement 

is stated in the bid invitation. 

(6) The written acceptance of the bid shall be faxed, e-mailed or posted to the 

bidder or contractor concerned. 

7.2 Invitation of Bids 

Invitations to bid indicate the conditions of purchase, preference point system to be 
used, specifications, delivery schedules, closing dates, contact person and other 
necessary information. 
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(1) Unless otherwise indicated in the bid documents, the Municipality shall not be 
liable for any expenses incurred in the preparation and submission of bids on 
behalf of the bidder. 

(2) Unless approved by the Accounting Officer, notifications of bid invitations are 
published in the media as determined by this policy for at [east fourteen (14) days 
from the date the advertisement is first placed. Proof of advertisement will be 
submitted in the bid report to the Bid Adjudication Committee. 

(3) The bid number must not appear on any envelope unless the envelope contains 
the bid itself. 

(4) The Municipality shall in the bid document indicate the preference point system to 
be applied in the adjudication of bids. 

(5) Mandatory Formalities 


5.1. The Alfred Duma Municipality reserves the right to reject any bid received 
from Bidders if the formalities described in the Mandatory Formalities section 
hereunder are not complied with. 

5.2. By submitting a bid for consideration to the Alfred Duma Municipality, the 
Bidder warrants that he/she/it consents and acknowledges this requirement and 
undertakes to ensure compliance with the Mandatory Formalities. 

5.3. The Mandatory formalities include: 

5.3.1 General Conditions of Contract: 

Bidders are required to initial each page of the “General Conditions 
of Contract" section of the Bid document. 

5.3.2 Special Conditions of Contract: 

Bidders are required to initial each page of the “Special Conditions 
of Contract” section of the Bid document. 

5.3.3 Specifications of Contract 

Bidders are required to initial each page of the “Specifications of 
Contract” section of the Bid document. 

5.3.4 Scope of Work 

Bidders are required to initial each page of the “Scope of Work” 
section of the Bid document. 
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5.3.5 Witness Signatures 

Bidders are required to ensure that there are two witness 
signatures in all sections of the Bid document which requires the 
endorsement of a signature. 

5.3.6 Alterations and Amendments 

Bidders are required to ensure that all amendments or alterations in 
the Bid document are endorsed by the bidder. 

(6) Mandatory Supporting Documentation 

6.1 The Alfred Duma Municipality reserves the right to reject any bid received from 
Bidders if any of the Mandatory Supporting Documentation as described 
hereunder, as well as the provisions of the "Special Conditions of the Bid” 
section are not complied with. 

6.2 By submitting a bid for consideration to the Alfred Duma Municipality, the Bidder 
warrants that he/she/it consents to, and acknowledges this requirement and 
undertakes to ensure compliance with this requirement of the Bid document. 

6.3 The Mandatory Supporting documents are: 

(a) Original Valid Tax Clearance Certificate as issued by SARS (no certified 
copies are allowed). 

(b) Proof of registration as a VAT Vendor, as issued by SARS, where the 
annual turnover of the individual or entity submitting the bid is R1 000 
000.00 (O ne million rand) or more per annum. 

(c) The specific Supporting documents referred to in the “Special Conditions 
of Contract” of the Bid document. 

(d) Certified copy of identity document of the person authorised to sign off on 
the tender document on behalf of the bidder. 

Bidders are required to: 

(a) Make use of the Alfred Duma Municipality's official bid documents. 

(b) Insert bid prices and other required information in the appropriate spaces on 
the prescribed form. 

(c) Furnish all further information called for in the bid documents and to supply 
pamphlets, samples, etc., where required. 

(d) Submit an Original Tax Clearance Certificate. Failure to do so will invalidate 
the bid. 

(e) To complete a declaration that: 
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(i) The information provided is true and correct. 

(ii) The signatory is duly authorised to sign the bid document. 

(iii) Bids containing bidders own specified conditions may result in the bid 
Jaeing.jdeclared invalid if the bidder fails to renounce such conditions 
when called upon to do so. 

(7) The bid deposit, which is not refundable, must be paid in at the cashier of the 
Municipality on Line Item number: 11 115 9168. 

(8) A fully explanatory site inspection, where applicable, must be conducted before 
the close of bids. This is to ensure that bidders understand the scope of the 
project and that they comply with the conditions and requirements. 

(9) If applicable, attendance of this meeting will be compulsory and a site inspection 
attendance register must be completed and signed. 

(10) Bids close at 11:00 on the closing date indicated in the bid documents. 

Unless the Accounting Officer decides otherwise, bids must dose at least two (2) 
weeks after the date of publication. The extension of the closing date may be 
granted only with the approval of the Accounting Officer upon recommendation of 
the Chief Financial Officer. This will only be considered if drcumstances justify the 
extension. The closing date of the bid is normally extended only if there is 
sufficient time to publish an amending notification, before the original dosing date. 

(11) The bid shall remain valid for the number of the calendar days indicated in the bid 
documents and is calculated from the date and time of bid closure endorsed on 
the front cover of the bid document. 

Should the bid validity expire on a Saturday, Sunday or a Public holiday, the bid 
shall remain valid and open for acceptance until the closure of business on the 
following working date. 

(12) Bids shall be lodged not later than the closing time specified for their receipt at the 
address and in accordance with the directives in the bid documents. 

Each bid shall be addressed in accordance with the directives in the bid 
documents and shall be lodged in a separate sealed envelope with the name and 
address of the bidder, the bid number and the closing date indicated on the 
envelope. The envelope shall not contain documents relating to any bid other than 
that shown on the envelope. 

No submission of bids via telephone, telex, telegram, telefax or e-mail will be 
considered. 

(13) Bids are late if they are received at the address indicated in the bid documents 
after the closing date and time. A late bid shall not be admitted for consideration 
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and where practicable shall be returned unopened to the bidder accompanied by 

an explanation. 

(14) Bids are opened in public as soon as practicable after the closing date. Upon the 
bid closing time,-the bid document box will be unlocked and opened by an official 
from the Supply Chain Management Unit, an official from the Internal Audit Unit 
and an official from the relevant Department (if present) in the presence of the 
bidders or other interested parties. 

At the official opening of the bids, the names of the bidders and the amounts of 
the bids shall in each case be read out. In instances of bulk bid amounts which 
are too time consuming to read out, only those requested by bidders will be read, 
and a complete schedule provided as soon as is practical. 

The bid shall be stamped with the official stamp of the Municipality and endorsed 
with the signatures of the person opening it and of the person in whose presence 
it was opened. 

The Supply Chain Management Unit keeps the original bids and a summary list. 
The Supply Chain Manager will ensure that the bid document box is sealed until 
the time of the official opening, and that it is properly secured. 

7,3 Consideration of Bids 

(1) The Municipality takes all bids that are duly submitted into consideration. 

(2) The Municipality reserves the right to accept or reject any bid. 

2.1 Issues that may render a bid disqualified: 

(a) Failure by bidder to complete the pricing schedule. 

(b) Failure by a bidder to complete the Pre-qualification section (where there is 
a pre-qualification section in a bid document) 

(c) Failure to complete the various MBD forms as necessary. 

(d) Failure to complete the Bid declaration in with regard to equity. 

(e) Failure to attach required certifications/ proof of registration with an 
authoritative body (eg PSIRA, CIDB, NHBRC, ICASAetc) 

2.2 Special requirements for bidders with principle business address in the 
boundary of Alfred Duma Municipality: 

(a) The Municipality reserves the right to disqualify any bidder who's rates, 
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electricity and Municipal service charges are in arrears. 

(b) Bidders are required to attach a copy of the most recent municipal rates 

and services account to the bid submission. 

2.3 Compulsory Institution/ regulatory authority registration. 

(a) Bidders are required to have a valid registration with the CIDB/ NHBRC/ 

PSIRAto be eligible for consideration in this contract. 

(b) Proof of registration at date of submission of bid to be attached. 

(c) Failure to attach proof of registration will render the bid document invalid. 

(d) Failure to attach a current valid proof of registration will render the bid invalid. 

(e) In the event that there are challenges with an entity's registration, or 
alternatively where an entity is currently in the process of being registered with 
the regulatory body or institution contemplated above, then a letter on the letter 
head of the regulatory body confirming that such registration will be forthcoming 
shall suffice for this purpose. 

(f) Proof of application for registration will not suffice for the purposes of this 
clause. 

2.4 Briefing Sessions 

(a) In light of the Municipality's fiduciary duties in terms of the MFMA and in order 
to prevent fruitless and wasteful expenditure where service providers are not 
familiar with the scope of work at the time of submitting a bid, the Municipality 
requires all interested bidders to attend a compulsory briefing session for this 
contract. 

(b) The briefing session is intended inter alia to allow the Municipality to clarify 
issues, explain the procurement policy applicable, the Supply Chain frame work 
and address logistic and technical issues. 

(c) Failure to attend a compulsory briefing session will entitle the Municipality to 
disqualify any bid submission received from a particular bidder. 
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(d) Bidders who wish to form a Joint Venture must note the "Joint Ventures" 

section of this contract. 

<3) The decision by the Municipality regarding the awarding of a contract shall be final 
and binding. 

(4) Where a contract has been awarded on the basis of information which, after the 
conclusion of the relevant agreement, is proved to have been incorrect, the 
Municipality may, in addition to any other legal remedy it may : 

(a) Recover all costs, losses or damages it has incurred or suffered as a result 
of the award of the contract. 

(b) Cancel the contract and claim any damages which it has suffered as a 
result of having to make less favourable arrangements due to such 
cancellations. 

(c) Impose a financial penalty more severe than the theoretical financial 
preference associated with the claim which was made in the bid. 

(d) Restrict the contractor, its shareholders and directors from obtaining 
business from the Municipality for a period not exceeding ten (10) years. 

(5) The Municipality will adjudicate acceptable bids using the BBBEE Balanced 
Scorecard preference point system which awards points on the basis of: 

(a) The bid price, and 

{b) Meeting specific goals.- 

The Municipality will normally award the contract to the bidder obtaining the 
highest score, but will not bind itself to do so. 

5.1 Broad Based Black Economic Empowerment Accreditation 

(a) Bidders who wish to claim points in respect of equity must attach the 
necessary certification as provided by a SANAS accredited institution. 

(b) Failure to provide such certification will not render the bid submission as 
invalid, however the bidder in question will not be granted the points claimed. 

(c) Certificates provided by non-accredited assessors will not be considered. This 
will not render the bid in question invalid, but the bidder in question will not be 
grant the points claimed. 
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Only a bidder who has completed and signed the declaration part of the bid 

documentation may be considered for preference points. 

(7) The Municipality may, before a bid is adjudicated or at any time, require a bidder 
to substantiate claims he/she has made with regard to preference. 

(8) In the event that different prices are tendered for different periods of a contract, 
the price for each period must be regarded as a firm price if it conforms to the 
definition of a "firm price”. 

{9) Points scored will be rounded off to the nearest two (2) decimals. 

(10) In the event that two or more bids have scored equal total points, the successful 
bid must be the one scoring the highest number of preference points for specified 
goals. Should two or more bids be equal in all respects, the award shall be 
decided by the drawing of lots. 

(11) The preference points in respect of equity ownership will be equated to the 
percentage of an enterprise or business owned by individuals or, in respect of a 
company, the percentage of a company’s shares that are owned by individuals, 
who are actively involved in the management of the enterprise or business and, 
exercise control over the enterprise, commensurate with their degree of 
ownership at the closing date of the bid. 

(12) Where the percentage of ownership contemplated in paragraph 4.7 changes 
after the closing date of the bid, the bidder must immediately notify the 
Municipality so that preference poin ts can be adjusted accordingly. 

(13) Preference points may not be claimed in respect of individuals who are not 
actively involved in the management of an enterprise or business and who do not 
exercise control over an enterprise or business commensurate with their degree 
of ownership. 

(14) All claims made for equity ownership will be considered according to the following 
criteria: 

(a) Equity within private companies must be based on the percentage of equity 
ownership. 

(b) Preference points must not be awarded to public companies and tertiary 
institutions. 

(c) Equity claims for a Trust shall not be allowed in respect of those persons 
who are both trustees and beneficiaries and who are actively involved in the 
management of the Trust. 
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(d) Documentation to substantiate the validity of the credentials of the trustees 

contemplated in paragraph (c) shall be submitted to the Municipality. 

(o) A Consortium or Joint Venture shall, based on the percentage of the 

contract value managed or executed by their black members, be entitled to 

equity ownership. 

(15) Joint Ventures 

Joint ventures means the joint venture formed by: 

(a) Parties wishing to form joint ventures are at liberty to do so. 

(b) All parties to the joint venture must be present and duly represented by a 
staff member at a compulsory briefing session. 

(c) The Municipality will be entitled to disqualify any bid submission by a Joint 
Venture where it is established that any party to the joint venture was not 
duly represented at a compulsory briefing session. 

(d) All parties to a joint venture must each supply the necessary mandatory 
documents as articulated in the special conditions of bid section, (this 
includes but is not limited to. 

(e) Each party of the joint venture must provide a resolution from their 
respective entity indicating that their respective entity is duly authorised to 
enter into the joint venture. 

(f) The reso lution contemplated above must also indicate the name, identity_ 

number and capacity of the person/ s with signing authority on behalf of the 
joint venture. 

(15). 1 Joint Venture Agreements must contain the following information: 

(a) The name, physical address, communication addresses and domicillium 
citandi et executandi of each Member of the Joint Venture. 

(b) A schedule of insurance policies which must be taken out by the Joint 
Venture and by the individual Members. 

(c) A schedule of sureties, indemnities and guarantees that must be 
furnished by the Joint Venture and by the individual Members. 

(d) The working capital required by the Joint Venture and the extent to 
which and manner whereby this will be provided and/or guaranteed 
by the individual Members from time to time. 
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{e) The banking accounts that are to be opened in the name of the Joint 

Venture and the manner in which these are to be operated. 

(f) The names of the auditors and others, if any, who will provide 

auditing and accounting services to the Joint Venture. 

(16) A person awarded a contract as a result of preference for contracting with, or 
providing equity ownership, shall not sub-contract more than 25% of the value 
of the contract to a person who is not Black or does not qualify for such 
preference. 


Bidders submitting two or more offers without declaring their interest will be 
disqualified. 

(17) A person awarded a contract of an amount greater than or equal to R3 000,000 
(Three Million Rand) must subcontract at least 20% of the contract to local 
contractors. 

7.4 Administration of Contracts 

7.4.1 Settlement of Disputes 

Should any dispute arise between a bidder/supplier and the Municipality with regard to 
the interpretation of the conditions of a bid, contract or order, the decision of the 
Municipality shall be final, but execution of a contract or order shall not be delayed 
pending such decision. 

7.4.2 Orders 

Supplies shall be delivered and services rendered only upon a written official order from 
the Municipality, and accounts shall be rendered as indicated on the official order or in 
the contract, as the case may be. 

7.4.3 Packing, Packing Material and Containers 

The contractor/supplier is responsible for packing supplies at his/her own cost and in 
such a manner so as to ensure that there is no loss or damage in transit. 

Where provision is expressly made in a contract for the return of packing material or 
containers, such packing material or containers shall be returned at the contractor’s 
expense. 
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7.4.4 Guarantee 

Unless the contract stipulates otherwise, the contractor shall guarantee for a period of 
twelve (12) months that no faulty material or workmanship was used in the manufacture 
oLgoods or in the execution of services and that the finished product is not defective. 
Should the guarantee not be complied with, the Municipality may, 


without prejudice to any other rights it may have, demand that the supplies are replaced 

and the services are repaired without cost to the Municipality. 

7.4.5 Payment for Supplies and Services 

Subject to any instructions issued with a contract or order, a contractor shall be paid for 

supplies delivered and services rendered in accordance with the following provisions: 

(a) On the basis of delivery into store or to another nominated destination, only after 
receipt of a detailed account and after delivery has been effected. 

(b) On the basis of delivered and erected, installed, etc., only after receipt of a 
detailed account supported by a certificate of satisfactory execution issued by a 
Municipality agent. 

(c) Payment will normally be effected within thirty {30} days after receipt of statement 
and required documentation, which should be correct in every respect. Should a 
co ntractor indicate a special discount on his/her ac count provided pay ment is 
made within a certain time, every effort shall be made to take advantage of such 
discount. 

<d) As a rule, payment is made to the contractor only. When payment is claimed by 
another party, the latter must produce a written transfer, power of attorney or 
authorisation and, before payment is made, the contractor must confirm that the 
transfer, power of attorney or authorisation has been given by him/her and that 
payment may be claimed in terms thereof. 

7.4.6 Management of Expansion or Variation Orders against the Original 
Contract 

Contracts may be expanded or varied by not more than 20% for construction 
related goods, services and/or infrastructure projects and 15% for all other 
goods and/or services of the original value of the contract. 
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7.4.7 Cession of Contract 

All Cession of Contracts must be in line with Council's Cession Policy which was 
adopted. 

7.4.8 Remedies in the case of Death, Sequestration, Liquidation or Judicial 
Management 

In the event of the death of a contractor or the provision or final sequestration of 
his/her estate or of his/her cession or transfer of a contract without the approval 
of the Municipality or of the surrender of his/her estate or of his/her 
reaching a compromise with his/her creditors or of the provisional or final 
liquidation of a contractor’s company or the placing of its affairs under judicial 
management, the Municipality may, without prejudice to any other rights it may 
have, exercise any of the following: 

(a) Cancel the contract and accept any of the bids, which were submitted originally 
with that of the contractor or any offer subsequently received to complete the 
contract. In such a case, the estate of the contractor shall not be 

relieved from liability for any claim which has risen or may arise against the 
contractor in respect of supplies not delivered or work not carried out by him/her 
under the contract, and the Municipality shall have the right to hold and retain all 
or any of the securities and retention monies held by it at the date of the 
—aforesaid occurrences until such claim has been sati s fied ; or_ 

(b) Allow the executor, trustee, liquidator or judicial manager, as the case may be, 
for and on behalf of and at the cost and expenses of the estate of the contractor 
to carry on with and complete the contract. 

7.4.9 Contractor’s Liability 

In the event of the contract being cancelled by the Municipality in the exercise of its 
rights in terms of these conditions, the contractor shall be liable to pay to the 
Municipality any losses sustained and/or additional costs or expenditure incurred as a 
result of such cancellation. The Municipality shall have the right to recover such losses, 
damages or additional costs by means of set-off from monies due or which may 
become due in terms of the contract or any other contract, or from a guarantee provided 
for the due fulfilment of the contract and, until such time as the amount of such losses, 
damages or additional costs have been determined, to retain such monies or guarantee 
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or any deposit as security for any loss which the Municipality may suffer or have 

suffered. 

The contractor may be held responsible for any consequential damages and loss 
sustained which may be caused by any defect, latent or otherwise, in the supply or 

service rendered or if the supply or sen/ice as a result of such defect, latent, otherwise, 
does not conform to any condition or requirement of the contract. 

7.4.10 Transfer of Contracts 

The contractor shall not abandon, transfer, assign or sublet a contract or part thereof 
without the written permission of the Municipality. 

8. DISPOSAL MANAGEMENT 

8.1 Disposal and Letting of the Municipality’s Assets 

(1) The Accounting Officer must establish an effective system of disposal 
management for the disposal or letting of assets, including unserviceable, 
redundant or obsolete assets, subject to Sections 14 and 90 of the Act. 

The disposal of assets must - 

(a) Be by one of the following methods - 

(i) Transferring the asset to anoth er organ of state in terms of a provision of 
the Act enabling the transfer of assets; 

(ii) Transferring the asset to another organ of state at market related value 
or, when appropriate, free of charge; 

(iii) Selling the asset; or 

(iv) Destroying the asset; 

(b) Provided that - 

(i) Immovable property may be sold only at market related prices except 

when the public interest or the plight of the poor demands otherwise; 

(ii) Movable assets may be sold either by way of written price quotations, a 

competitive bidding process, auction or at market related prices, 
whichever is the most advantageous; 
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(iii) ln the case of the free disposal of computer equipment, the provincial 

Department of Education must first be approached to indicate within 
thirty (30) days whether any of the local schools are interested in the 
equipment; and 

(iv) ln the case of the disposal of firearms, the National Conventional Arms 
Control Committee has approved any sale or donation of firearms to any 
person or institution within or outside the Republic; 

(v) Furthermore, ensure that - 

(i) Immovable property is let at market related rates except when the public 
interest or the plight of the poor demands otherwise; and 

(ii) All fees, charges, rates, tariffs, scales of fees or other charges relating to 
the letting of immovable property are annually reviewed; and 

(c) Ensure that where assets are traded in for other assets, the highest possible 
trade-in price is negotiated. 

8.2 Evaluation of Offers/Bids for Disposal and Letting of Assets 

The same procedures for disposal and letting of assets apply as for procurement under 
this policy, including application of the Preferential Procurement Policy Framework Act 
and the Supply Chain Management Regulations. 

Bids for assets with a value less than R30 000 will be evaluated by the Supply Chain 
—Management Unit in conjunction with the relevant-department and adjudicated by the 
MCM. The municipality reserves the right not to accept any bids offered. 

When land and buildings are to be sold at market value, a registered valuator will 
determine the market value. Sale of assets through competitive bidding or auction will 
follow the same communication process prescribed for bids. In addition, advice will be 
given about where prospective buyers/bidders may view the assets and any notification 
of auction will advise the date, time and venue of the auction. 

Disposal and letting of assets with a value above R30 000 to R1 000 000 will be 
evaluated and adjudicated on in accordance with this policy. Preference points will be 
allocated as follows: 

POINTS 
80 
20 
100 


Price 

Specified Goals 
Total 
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The following formula will be used to calculate the points for price in respect of 
competitive bids with a Rand value above R30 000 to R1 000 000. 

( Pt-Ph ) 

Ps = 80 (1 +- ) 

( Ph ) 

Where 

Ps = Points scored for price of bid under consideration 
Pt = Rand value of bid under consideration 
Ph = Rand value of highest acceptable bid 

The points allocated for Specified Goals are in accordance with Council’s Procurement 
Policy and are detailed in Section 4.7.1 of this Policy. 


Disposal and letting of assets with a value above R1 000 000 will be evaluated and 
adjudicated on in accordance with this policy. Preference points will be allocated as 
follows: 

POINTS 

Price 90 

Specified Goals 10 

Total 1QQ 

The following formula will be used to calculate the points for price in respect of 

competitive bids with a Rand value above R1 000 000. 

{ Pt-Ph ) 

Ps = 90 p +- ) 

( Ph ) 


Where 

Ps = Points scored for price of bid under consideration 
Pt = Rand value of bid under consideration 
Ph = Rand value of highest acceptable bid 

The points allocated for Specified Goals ate in accordance with Council’s Procurement 
Policy and are detailed in Section 4.7.2 of this Policy. 


Page 50 of 69 





Alfred Duma Municipality Supply Chain Management Policy 


9. SPECIALISED PROCUREMENT 

9.1 Annual Supply Contracts 

In the case of materials and goods which are required on a continuous basis throughout 
the year, annual bids are invited each year to cater for the needs for the following year. 
Bids for Annual Supply Contracts should generally be restricted to requirements for bulk 
supplies, and not used for day-to-day requirements. The Accounting Officer may 
prescribe restrictions on the use of Annual Supply Contracts for procurement. 

Schedules of items are to be compiled by Hie appropriate Specification Committee in 
conjunction with the Executive Director and provided to the Supply Chain Manager by 
01 April each year. Once the schedules of items have been received, they will follow the 
usual bid process for evaluation and award. 

9.1.1 Panel of Service Providers 

Appointments will be done on a rotational basis from the panel of service 
providers OR service providers on the panel will be requested to quote. 

9.2 Procurement of Banking Services 

Banking services are to be procured through competitive bids for a period of not more 
than five (5) years and must be consistent with Sections 7 or 85 of the Act. Bids will be 
restricted to banks registered in terms of the Banks Act, 1990. (Act No. 94 of 1990). 

The process for procuring a contract for banking services will commence at least nine 
(9) months before the end of an existing contract. The request for bids will be in 
accordance with Section 4.5 of this policy but the closure date for submission will be at 
least sixty (60) days from the date the advertisement is placed. 

9.3 Procurement of IT related Goods and Services 

The Accounting Officer may request the State Information Technology Agency (SITA) to 
assist with the acquisition of IT related goods or services through a competitive bidding 
process. 

Both parties must enter into a written agreement to regulate the services rendered by, 
and the payments to be made to SITA. 
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The Accounting Officer must notify SITA together with a motivation of the IT needs if - 




(a) The transaction value of IT related goods or services required in any 
financial year will exceed R50 million (VAT included); or 

(b) The transaction value of a contract to be procured, whether for one or more 
years, exceeds R50 million (VAT included). 

If SITA comments on the submission, and the municipality disagrees with such 
comments, the comments and the reasons for rejecting or not following such comments 
must be submitted to the Council, the National Treasury, the relevant Provincial 
Treasury and the Auditor-General. 

9.4 Procurement under Contracts by Other Organs of State 

Goods or services may be procured under a contract secured by another organ of state 
provided: 

(a) The contract was secured by a competitive bidding process and the municipality 
has no reason to believe the contract was not validly procured. 

(b) There are demonstrable discounts or benefits to the municipality. 

(c) The organ of state and the provider have consented to the procurement in 
writing. 


9.5 Procurement of Goods requiring Special Safety Arrangements 

Procurement for goods that require special safety arrangements such as gasses and 
fuel should be restricted to minimum requirements for the municipality. Storage of such 
goods will be justified on sound reasons including the total cost of ownership and cost 
advantages to the municipality, as well as the environmental impact and must be 
approved by the Accounting Officer. 

9.6 Appointment of Consultants 

Consultants should be appointed by means of a competitive bidding process and must 
take into account any National Treasury guidelines. If the consultant's contract exceeds 
R200 000 (VAT included) or the duration period exceeds one (1) year, it must be 
procured through competitive bids. 
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Bidders must provide particulars of all consultancy services provided to an organ of 

state in the last five (5) years, or any similar consultancy services provided to an organ 

of state in the last five (5) years. 

- The Accounting Officer will ensure that copyright, in any document produced, patent 
rights or ownership in any plant, machinery, thing, system or process designed or 
devised by a consultant in the course of the consultancy sen/ice is vested in the 
municipality. 

The appointment of consultants must also be in line with Council's Appointment of 
Consultants Policy which was adopted on 26 June 2014 (LC51/06/2014). 

Consultants must be in line with Circular No. 80 of the MFMA issued by the National 
Treasury in April 2016. 

9.7 Leasing of Property, Plant and Equipment 

The process to be followed when procuring for Municipal requirements in terms of 
external leasing of property, plant and equipment is the same as is required for 
procurement of goods and services detailed in Section 4 of this policy. 


10. OBJECTIONS AND COMPLAINTS 

Persons aggrieved by decisions or actions taken in the implementation of this supply 
chain management system, may lodge within fourteen (14) days of the decision or 
action, a written objection or complaint against the decision or action. 

(a) if the objection or complaint is against the procurement process, submit 
a written objection or complaint against the decision or action to the 
Accounting Officer of the municipality who shall, in turn, within twenty 
four (24) hours refer the written objection or complaint to the 
independent and impartial person referred to in paragraph 50 of the 
resolution. 

(b) if such complaint or objection is against the award of a bid, the 
Accounting Officer must refer the matter to the Municipal Bid Appeals 
Committee. The committee must then convene within a period of seven 
(7) days. 

(c) if the matter is not resolved by the Municipal Bid Appeals Committee the 
matter can be referred to the Municipal Appeal Tribunal. 
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(d) any responses requested from the bidder pertaining to any objection 

must be received by the municipality within five (5) working days. 

(e) any information that is requested and not already accessible to the 

public, must comply with PAIA. 

10.1 Resolution of Objections and Complaints Against Procurement Processes 

(1) The Accounting Officer must appoint an independent and impartial person, not 
directly involved in the Supply Chain Management processes to assist in the 
resolution of objections and complaints between the municipality and any other 
person regarding - 

(a) the implementation of the procurement process in terms of the 
Supply Chain Management system; or 

(b) any matter arising from the implementation of the procurement 
process in terms of the Supply Chain Management system. 

(2) The Accounting Officer, or another official designated by the Accounting Officer, is 
responsible for assisting the appointed person to perform his or her functions 
effectively. 

(3) The person appointed must - 

(a) Strive to resolve promptly all objections or complaints received; 
and 

(b) Submit monthly reports to the Accounting Officer on all such 
objections and complaints received, attended to or resolved. 

(4) If the independent and impartial person referred to in paragraph 10.2 {1), is of the 
view that a matter which should be dealt with in terms of paragraph 50.A, he or 
she shall forthwith refer the matter to the Municipal Bid Appeals Tribunal and that 
Tribunal shall then hear and determine the matter in accordance with the 
provisions of paragraph 50.A. 

(5) An objection or complaint may be referred to the Kwazulu-Natal Provincial 
Treasury if: 

(a) The dispute, objection, complaint or query is not resolved within sixty 

(60) days; or 

(b) No response is forthcoming within sixty (60) days. 
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(6) If the Provincial Treasury does not or cannot resolve the matter, the objection or 

complaint may be referred to the National Treasury for resolution. 

10.2 Municipal Bid Appeals Tribunal 

1. The Council shall establish a Municipal bid appeals Tribunal for its area of 
jurisdiction to hear and determine an appeal against the award of a bid. 

2. The Accounting Officer of the municipality, in consultation with the Provincial 
Treasury, shall appoint the Chairperson, Deputy Chairperson and Members of 
the Municipal Bid Appeals Tribunal. 

3. The powers, duties and functions of the Municipal Bid Appeals Tribunal, and 
matters incidental thereto, are set out in the Rules which are appended to this 
Supply Chain Management Policy and marked Appendix A. 

4. The administrative and secretarial work involved in the performance of the 
duties and functions of the Municipal Bid Appeals Tribunal shall be performed 

by officers of the Provincial Treasury as set out in the Rules referred to in 
paragraph 50.A (3). 

5. There shall be not further appeal against a decision of the Municipal Bid Appeals 
Tribunal. 

11. BID DOCUMENTATION 

All bid documentation must include the following: 

(1) The requirement for bids to be submitted in Rands. 

(2) The requirement for bidder’s to furnish their tax reference number, VAT 

registration number and their identification or company registration number. 

(3) For procurement in excess of R30 000, provide an indication from SARS that 

the bidders tax matters are in order. 

(4) Require the bidder to disclose if the bidder or their family has any declared 

interest in terms of Section 20 (f) of the Supply Chain Management 

Regulations. 

(5) The requirement for site meetings or briefing session. 
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(6) Evaluation and adjudication criteria including any criteria stated in the 

Preferential Procurement Policy Framework Act and Supply Chain 
Management Regulations. 

(7) Screening processes and security clearance procedures for contractors on bids 

above R1 000 000. 

(8) Where the value of the transaction is expected to exceed R10 million, furnish 

the documents and information required by Section 20 (g) of the Supply Chain 
Management Regulations. 

(9) The requirement for compulsory disclosure of any conflict of interest a 

prospective contractor may have and the exclusion of that contractor from 
those bids. 

(10) The requirement for exclusion of persons under Section 112 (1 ) (I) of the MFMA, 
including those persons convicted of fraud or corruption, who have failed to 
honour a government contract, or whose tax matters have not been cleared by 
the South African Revenue Service. 

(11) Stipulate that disputes will be settled by means of mutual consultation, mediation 
(with or without legal representation) or when unsuccessful, in a South African 
court of law. 

(12) Contract management processes and procedures including provision for the 
Accounting Officer to cancel the contract for unsatisfactory performance. 

(13) Other matters and documentation as may be required by the Municipal Financial 
Management Act, The Su pply Chain Management Regulations, the Municipality's 
Supply Chain Management Policy and procedures for Supply Chain Management 
and any National Treasury Supply Chain Management Guidelines. 

(14) General conditions of contract. 

(15) The requirements of the Construction Industry Development Board in the case of 
a bid relating to construction, upgrading or refurbishment of buildings or 
infrastructure. 


11.1 Mandatory Formalities 

The Alfred Duma Municipality reserves the right to reject any bid received from Bidders 
if the formalities described in the Mandatory Formalities Section under the General 
Conditions of Bid Section are not complied with. 
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By submitting a bid for consideration by the Alfred Duma Municipality, the Bidder 
warrants that the bidder consents and acknowledges this requirement and undertakes 
to ensure compliance with this provision. 


The Mandatory formalities include: 

1.1. General Conditions of Contract: 

Bidders are required to initial each page of the General conditions section of the 
bid document. 

1.2. Special Conditions of Contract: 

Bidders are required to initial each page of the Special conditions section of the bid 
document. 

1.3. Specifications of Contract 

Bidders are required to initial each page of the Specifications of Contract section of 
the bid document. 

1.4. Witness Signatures 

Bidders are required to ensure that there are two witness signatures in all sections 
requiring the endorsement of a signature. 

1.5. Alterations and Amendments 

Bidders are required to ensure that all amendments and/alterations are endorsed 
by the bidder. Any responsive bidder may be called in to complete omitted 
information, provided the information omitted does not have a direct impact on the 
pricing and BEE status, based on the discretion of the Accounting Officer. 


11.2 Mandatory Supporting Documentation 

The Alfred Duma Municipality reserves the right to reject any bid received from Bidders 
if any of the Mandatory Supporting Documentation Section as under the General 
Conditions of Bid Section, and read together with the provisions of the Special 
Conditions Section are not complied with. 

By submitting a bid for consideration by the Alfred Duma Municipality, The Bidder 
warrants that the bidder consents and acknowledges this requirement and undertakes 
to ensure compliance with this provision. 

The Mandatory Supporting documents are: 
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(1) A Valid Tax Clearance Certificate 

The Supply Chan Management (SCM) unit must verify with South African 
Revenue Service (SARS) that the bidders Tax matters are in order by calling the 
SARS help line, and all case numbers must be documented. 

(2) Proof of registration as a VAT Vendor 

(3) The specific Supporting Documents referred to in the Special Conditions 
of the Bid Section 

11.3 Vat Vendor Registration 

The Alfred Duma Municipality will only award tenders and contracts to individuals and/ 
or entities that are registered as VAT vendors in terms of Section 23 of the VAT 
Registration Act. 

The Alfred Duma Municipality reserves the right to reject any bid tendered by an 
individual/entity that is not registered as a VAT vendor as described above. 

Proof of registration as a VAT vendor forms part of the essential documentation for 
purposes submitting bids. 

11.4 Local Production and Content 

Bids must be advertised with a specific condition that only locally produced goods, 
works or sen/ices or locally manufactured goods with a stipulated minimum threshold 
for local production and content will be considered. The Municipal Bidding Documents 
(MBD 6.2) ‘Declaration Certificate for Local Production and Content for Designated 
Sectors” for the following sectors that have been designated: 

Textile clothing, leather and footwear; 

Buses (bus body); 

Steel power pylons; 

Canned / processed vegetables; 

Rail tolling stock; 

Set top boxes; 

Furniture; and 

Electrical and telecom cable products. 

Where necessary, for bids referred to in paragraph above, a two stage bidding process 
may be followed, where the first stage involves a minimum threshold for local 
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production and content and the second stage evaluation on Price and B-BBEE. 

A person awarded a contract in relation to a designated sector, may not sub-contract in 

such a manner that the local production and content of the overall value of the contract 

is reduced to below the stipulated minimum threshold. The Accounting officer must 

procure any requirements, relating to the above mentioned designated sectors, in 

accordance with National Treasury's directives and MBD 6.2. 

12. CONTRACT MANAGEMENT 

Once the Bid Adjudication Committee has awarded a contract, the responsibility for 
managing that contract rests with the Department who initiated the need for that 
contract. Each department will develop and review the necessary performance 
management systems, including appropriate record keeping to ensure contracts are 
managed in an effective and efficient manner. The appropriate department will manage 
contracts which procure goods or services for more than one department. 

The provision for cancellation of a contract for unsatisfactory performance and the 
appropriate mechanisms to undertake the cancellation will be included in the relevant 
contract documentation. 

The Accounting Officer will cancel a contract awarded to a person if: 

{a)That person committed any corrupt or fraudulent act during the bidding process 
or the execution of the contract. 

(b)An official or any other role player committed any corrupt or fraudulent act 
during the bidding process or the execution of the contract that benefited that 
person. 

12.1 Amendments of Contract 

Proposed amendments in terms of Section 116 (3) will be advertised on 
the municipal website and notice boards for a period of fourteen (14) 
days. 
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13. TRAINING OF OFFICIALS 

The municipality will provide resources or opportunities for the Accounting Officer and 
all other relevant officials involved in the implementation of this policy to undertake 
training to meet the competency levels required under the Act in the form of the SAQA 
Level 6 Module in Supply Chain Management which forms part of the Certificate in 
Municipal Financial Management. Officials will comply with these competency 
standards from 1 July 2006 or a later date as determined by National Treasury. 

14. PREVENTING SUPPLY CHAIN MANAGEMENT ABUSE 

The Accounting Officer will take all reasonable steps to prevent abuse of the Supply 
Chain Management System, investigate any reasonable allegations of abuse or failure 
to comply with this system, and when justified take appropriate action against officials 
or other role players. 

No provider or prospective provider of goods or services to the municipality, or recipient 
or prospective recipient may directly or indirectly offer or grant any reward, gift, favour 
or hospitality to any official or other role player involved in the implementation of the 
Supply Chain Management Policy. The Accounting Officer will report any alleged 
contraventions to National Treasury for consideration of inclusion in their database of 
persons prohibited from doing business with government. 

15. DELEGATIONS AND PRESCRIPTIONS 

The Council hereby delegates such additional powers and duties to the Accounting 
Officer so as to enable the Accounting Officer to- 

(a) Discharge the supply chain management responsibilities conferred in terms 
of: 

(i) Chapter 8 or 10 of the Act; and 

(ii) The supply chain management policy. 

(c) Maximise administrative and operational efficiency in the implementation of 
the supply chain management policy; 
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(c) Enforce reasonable cost-effective measures for the prevention of fraud, 
corruption, favouritism and unfair and irregular practices in the implementation 

(d) Comply with his or her responsibilities in terms of Section 115 and other 
applicable provisions of the Act. 

The Accounting Officer is responsible for ensuring that this policy is implemented and 
enforced. 

The Council or Accounting Officer may not delegate or sub delegate any supply chain 
management powers or duties to a person who is not an official of the municipality or to 
a committee, which is not exclusively composed of officials of the municipality. 

The Accounting Officer will provide written delegated authority to the Bid Adjudication 
Committee to award bids to the value of R1 000 000. Above this value, the Accounting 
Officer will award bids following consideration of the Bid Adjudication Committees 
recommendations. 

15.1. Sub delegation 

(1) The Accounting Officer may, in terms of Section 79 or 106 of the Act 
subdelegate any supply chain management powers and duties, including those 
delegated to the Accounting Officer in terms of this Policy, but any such subdelegation 
must be consistent with subparagraph (2) of this paragraph and paragraph 4 of this 
P olicy . 

(2) The power to make a final award - 

(a) Above R10 million (VAT included) may not be subdelegated by the 
Accounting Officer; 

(b) Above R2 million (VAT included), but not exceeding R10 million (VAT 
included), may be sub delegated but only to - 

(i) The Chief Financial Officer; 

(ii) A Senior Manager; or 

(iti) A Bid Adjudication Committee of which the Chief Financial 
Officer or a Senior Manager is a member; or 
(d) Not exceeding R2 million (VAT included) may be subdelegated but only 
to - 


(i) The Chief Financial Officer; 
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(ii) A Senior Manager; 

(iii) A Manager directly accountable to the Chief Financial Officer or 
a Senior Manager; or 

(iv) A Bid Adjudication Committee. 

(3) An official or Bid Adjudication Committee to which the power to make final 
awards has been sub delegated in accordance with sub paragraph (2) must 

within five (5) days of the end of each month submit to the official referred to in 
sub paragraph (4) a written report containing particulars of each final award 
made by such official or committee during that month, induding- 

(a) The amount of the award; 

(b) The name of the person to whom the award was made; and 

(c) The reason why the award was made to that person. 

(4) A written report referred to in sub paragraph (3) must be submitted - 

(a) To the Accounting Officer, in the case of an award by - 

(i) The Chief Financial Officer; 

(ii) A Senior Manager; or 

(iii) A Bid Adjudication Committee of which the Chief Financial 
Officer or a Senior Manager is a member; or 

(b) The Chief Financial Officer or the Senior Manager responsible for the 
relevant bid, in the case of an award by - 

(i) A Manager referred to in subparagraph (2)(c)(iii); or 

(ii) A Bid Adjudication Committee of which the Chief Financial 
Officer or a Senior Manager is not a member. 

(5) Sub paragraphs (3) and (4) of this policy do not apply to procurements out of petty 
cash. 

(6) This paragraph may not be interpreted as permitting an official to whom the power 
to make final awards has been sub delegated, to make a final award in a 
competitive bidding process otherwise than through the committee system 
provided for in Section 6 of this Policy. 


Page 62 of 69 



Alfred Duma Municipality Supply Chain Management Policy 
(7) No supply chain management decision-making powers may be delegated to an 

advisor or consultant. 

Where the procurement will have future budgetary implications, Section 33 of the 
MFMA regarding contracts will be complied with. Following Council adoption of this 
policy, Section 33 (1) will not apply to contracts valued at below R200 000 per annum or 
to Contracts for the following: 

(1) Radio or vehicles licences; 

(2) The aerodrome licence; and 

(3) Grass cutting & maintenance of the Klip River. 

16. REPORTING 

16.1 Petty Cash 

Within ten (10) days of the end of the month, each Executive Director will provide to the 
Chief Financial Officer a reconciliation of all petty cash purchases which includes the 
total amount of petty cash purchases for the month and receipts and appropriate 
documents for each purchase. 

16.2 Quarterly Reporting 

Within ten (10) days of the end of the quarter, the Chief Financial Officer will submit a 
report to the Accounting Officer with the list of procurements where three (3) quotations 
were not obtained together with the appropriate explanation. 

Within ten (10) days of the end of the quarter, the Accounting Officer will submit a report 
to the Mayor on the implementation of the Supply Chain Management Policy. This 
report will be made public by notification in a locally distributed newspaper, placed on 
the municipality’s website, and displayed on the municipality’s public notice board. 

16.3 Annual Reporting 

Within sixty (60) days of the end of the financial year, the Accounting Officer will submit 
a report to Provincial Treasury regarding the municipality’s Supply Chain Management 
in a format to be determined by National Treasury. 
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16.4 Other Reporting 

Goods or services procured under Section 110 (2) of the Act from another organ of 
state to which this policy does not apply will be made public as part of the annual 
budget or a separate process. The publication notification will include the kind of goods 
or services and the name of the supplier. 

Where there has been a deviation from the requirement for inviting competitive bids, the 
Accounting Officer will report the reasons at the next Council meeting, and include as a 
note to the Annual Financial Statements. 

17. LOGISTICS, RISK AND PERFORMANCE MANAGEMENT 

17.1 Logistics Management 

The Accounting Officer will establish an effective system of logistics management in 
order to provide for the setting of inventory levels, placing of orders, receiving and 
distribution of goods, stores and warehouse management, expediting orders, transport 
management, vendor performance, maintenance and contract administration. 

17.2 Risk Management 

(1) The Accounting Officer must establish an effective system of risk management for 
the identification, consideration and avoidance of potential risks in the Supply 
Chain Management system. 

{2) Risk management must include^_ 

(a) The identification of risks on a case-by-case basis; 

(b) The allocation of risks to the party best suited to manage such risk; 

(c) Acceptance of the cost of the risk where the cost of transferring the risk is 
greater than that of retaining it; 

(d) The management of risks in a pro-active manner and the provision of 
adequate cover for residual risks; and 

(e) The assignment of relative risks to the contracting parties through clear and 
unambiguous contract documentation. 

17.3 Performance Management 

The Accounting Officer must establish an effective internal monitoring system in order to 
determine, on the basis of a retrospective analysis, whether the authorised supply 
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chain management processes were followed and whether the desired objectives were 

achieved. 

18. OTHER MATTERS 

18.1 Prohibition on Awards to Persons whose Tax Matters are not in Order 

(1) The Accounting Officer will ensure that, irrespective of the procurement process 
followed, no award above R30 000 is given to a person whose tax matters have 
not been declared by the South African Revenue Service to be in order. 

(2) Before making an award to a person, the Department of Finance must first check 
with SARS whether that person’s tax matters are in order. 

(3) If SARS does not respond within seven (7) days, such person’s tax matters may 
for purposes of sub paragraph (1) be presumed to be in order. 

18.2 Prohibition on Awards to Persons in the Service of the State 

The Accounting Officer must ensure that irrespective of the procurement process 
followed, no award may be given to a person - 

(a) Who is in the service of the state; or 

(b) If that person is not a natural person, of which any director, manager, 
principal shareholder or stakeholder is a person in the service of the state; 
or 

(c) A person who is an advisor or consultant contracted with the municipality. 

18 J3 Awards to close Family Members of Persons in the Service of the State 

The notes to the annual financial statements must disclose particulars of any award or 
more than RIO 000 to a person who is a spouse, child or parent of a person in the 
service of the state, or has been in the service of the state in the previous twelve (12) 
months, including - 

(a) The name of that person; 

(b) The capacity in which that person is in the service of the state; and 

(c) The amount of the award. 
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18 A Ethical Standards 

(1) A code of ethical standards is hereby established, in accordance with sub 

paragraph (2), for officials and other role players in the supply chain management 

system in order to promote - 

(a) Mutual trust and respect; and 

(b) An environment where business can be conducted with integrity and in a 
fair and reasonable manner. 

(2) An official or other role player involved in the implementation of the supply chain 

management policy - 

(a) Must treat all providers and potential providers equitably; 

(b) May not knowingly understate or split a procurement requisition with the 
intention of avoiding a more stringent procurement process 

(c) May not use his or her position for private gain or to improperly benefit 
another person; 

(d) May not accept any reward, gift, favour, hospitality, or another benefit 
directly or indirectly, including to any close family member, partner or 
associate of that person, of a value more than R350,00; 

(e) Notwithstanding sub paragraph (2)(c), must declare to the Accounting 
Officer details of any reward, gift, favour, hospitality or other benefit 
promised, offered or granted to that person or to any close family member, 

_partner or asso ciate of that person; 

(f) Must declare to the Accounting Officer details of any private or business 
interest which that person, or any close family member, partner or 
associate, may have in any proposed procurement or disposal process of, 
or in any award of a contract by the municipality; 

(g) Must immediately withdraw from participating in any matter whatsoever in a 
procurement or disposal process or in the award of a contract in which that 
person, or any close family member, partner or associate, has any private or 
business interest; 

(h) Must be scrupulous in his or her use of property belonging to the 
municipality; 

(i) Must assist the Accounting Officer in combating fraud, corruption, 
favouritism and unfair and irregular practices in the supply chain 
management system; and 
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(j) Must report to the Accounting Officer any alleged irregular conduct in the 

supply chain management system which that person may become aware of, 

including - 

(i) Any alleged fraud, corruption, favouritism or unfair conduct; 

(ii) Any alleged contravention of paragraph 15.5 (1) of this policy; or 

(iii) Any alleged breach of this code of ethical standards. 

(3) Declarations in terms of sub paragraphs (2)(d) and (e) - 

(a) Must be recorded in a register which the Accounting Officer must keep for 
this purpose; 

(b) By the Accounting Officer must be made to the Mayor of the municipality 
who must ensure that such declarations are recorded in the register. 

(4) The National Treasury’s code of conduct must also be taken into account by 
supply chain management practitioners and other role players involved in supply 
chain management. 

(5) It is recommended that the municipality adopt the National Treasury’s code of 
conduct for supply chain management practitioners and other role players 
involved in supply chain management. When adopted, such code of conduct 
becomes binding on all officials and other role players involved in the 
implementation of the supply chain management policy of the municipality. 

(6) A copy of the National Treasury code of conduct is available on the website 
www.treasurv.aov.za/mfma located under legislation”. 

(7 ) A breach of the code of conduct adopted by the municipality must be dea lt wi th 
in accordance with schedule 2 of the Municipal Systems Act. 

18.5 Inducements, Rewards, Gifts and Favours to Municipalities, Officials 
and other Role Players 

(1) No person who is a provider or prospective provider of goods or services, or a 
recipient or prospective recipient of goods disposed or to be disposed of may 
either directly or through a representative or intermediary promise, offer or grant 

(a) Any inducement or reward to the municipality for or in connection with the 
award of a contract; or 

(b) Any reward, gift, favour or hospitality to - 

(i) Any official; or 

(ii) Any other role player. 
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(2) The Accounting Officer must promptly report any alleged contravention of sub 

paragraph (1) to the National Treasury for considering whether the offending 
person, and any representative or intermediary through which such person is 
alleged to have acted, should be listed in the National Treasury’s database of 
persons prohibited from doing business with the public sector. 

(3) Sub paragraph (1} does not apply to gifts less than R350 in value. 

18.6 Sponsorships 

The Accounting Officer must promptly disclose to the National Treasury and the 
relevant Provincial Treasury any sponsorship promised, offered or granted, whether 
directly or through a representative or intermediary, by any person who is - 

(a) A provider or prospective provider of goods or services; or 

(b) A recipient or prospective recipient of goods disposed or to be disposed. 

18.7 Objections and Complaints 

Any persons aggrieved by decisions or actions taken by the municipality in the 
implementation of its supply chain management system, may lodge within fourteen (14) 
days of the decision or action a written objection or complaint to the municipality against 
the decision or action. 

18.8 Contracts providing for Compensation based on Turnover 

Where a service provider acts on behalf of the municipality as a distributor o f gra nts or 
collector or service charges or taxes, and the compensation payable is an agreed 
percentage of the distribution or collection, then the contract between the provider and 
the municipality must stipulate that; 

(a) The compensation must be performance based; 

(b) Changes in the turnover as a result of changes in the amount of the grant or 

service charge/tax must be disregarded in determining the compensation. 

19. POLICY PROCEDURES AND REVIEW 

This policy will be reviewed annually as part of the review of budget-related policies. 
The Accounting Officer will promptly develop procedures to support the implementation, 
management and monitoring of this policy including methods for effective risk 
management and performance management in accordance with Sections 41 and 42 of 
the Framework for Supply Chain Management Policies respectively. 
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( 1 ) 

( 2 ) 


overs!S^le“ u fSn , ci 1 upp ' ! ' Chain Mai,a8 '“ nl p °“ c >' 

The Council must maintain oversight over the implementation of the Supply Chain 
Management Policy. 

For the purpose of such oversight, the Accounting Officer must- 

(a) Within thirty (30) days of the end of each financial year, submit a report on 
the implementation of the Supply Chain Management policy of the 
municipality; to the Council of the municipality, 

(b) Whenever there are serious and material problems in the implementation of 

the Supply Chain Management policy, immediately submit a report to the 
Council. 


(3) The Accounting Officer must, within ten (10) days of the end of each quarter, 

submit a report on the implementation of the Supply Chain Management Policy to 
the Mayor. 

(4) The reports must be made public in accordance with Section 21A of the Municipal 
Systems Act. 


21. BY-LAWS 

The Council will publish the appropriate by-laws necessary to give effect to the Supply 
Chain Management Policy. 


22. ADOPTION OF THE SUPPLY CHAIN MANAGEMENT POLICY 

The Supply Chain Management Policy was adopted by Council on 27 October 2005 
and reviewed on 31 March 2017 
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1 ■ BASIS OF PREPARATION 

1.1 BASIS OF PRESENTATION 

accordance cost^conventions as th^sis 1 ^^ * accountin 9 and are in 

specified otherwise. inventions as the basis of measurement, except where 

Accounting Practice (GRAP), Includ^f^fv 'interoretaf '*** W !! h w . General,y Recognised 
Accounting Standards Board ^ ^ er P re ^ ,ons directives issued by the 

Finance Management Act, (Act No 56 of 2003) 3006 ^ Sectlon 122 ^ ** the Municipal 
GRAP repoiSng^framework*^ e have tr been rt deveioDed 1 - S ** co " ditions not c °vered by the 

exSSXm^n^S^ consistently wM 

or permitted by a StandanfofGRAp 60868 ^ n0t ° ffS6t except when offsetting is required 

1-2 PRESENTATION CURRENCY 

currency of the minl]dpality > re presented In South Afncan Rand, which is the functional 

1-3 GOING CONCERN ASSUMPTION 

^ e tirfrSoUS?= oE‘for s'! list ( a f i a H l ?2 n ™lT e munlcl P a «)' *' 


1.4 


COMPARATIVE INFORMATION 


K£rB ,o u3i a xss,s^: 1 and * is ^ - *• «-»«<* 

^ the linanotel statements is amended, 

reclassification is disclosed. Where accounttraerm'r*^ 6 nature . J and rea s°n for the 

year, the correction is made mtrospectivelv as far n.^ 6 ! dan * lfiad10 ihe current 
comparatives am metaled * nd *” 

policy in the current year the adjustment k man® t has b *® en a chan 9 e Pn accounting 
With the opening Pawnees ^:£rrSaUa^dS a y “ * “ * 

2. HOUSING DEVELOPMENT FUND 

Housing A«, </*, H„. w7 „ 

undertaken by the Municipality were extinauished n n i a i t °^ ance housing selling schemes 
Development Fund. Houlg iESSSSf WhSom*?. l"f. and "*’*'"<* to . Housing 

T^m^ 

P..d into the Housing Developmeni Fund. Monies .LEST 
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3. INTERNAL RESERVES 
Self Insurance Reserve 

claims that* 3 camrt^ t0 offset P° tential losses or 

aSS tlV The e ™aT a ncf^ ff SfTsu^f f5n?Ts T 

surplus/(deficit). surance fund is ring-fenced within the accumulated 

The Council determines annually the amount to contribute to the Self Insurance Reserve, 

t'r^ 

a policy that is"alfg^ecT w?th S m^practiS tn h the e |nTuranM e | S H lf "t nSU r nCe Reserve ' wh' 011 has 
Insurance Reserve is determined based on surpluses"^ of the Se ' f ‘ 

SriotsS^ betwe6n premiums charged against claims paid and 

accumulated surphis 1 to Self-lnsurance*^serve. US “ COmputed per above is transferred from 
a^r 06 ° f the Se,f - insurance f “" d « fully cash backed and is invested in a separate call 


4. PROPERTY, PLANT AND EQUIPMENT 
4.1 INITIAL RECOGNITION 

assets^that are he^fof useln the modu(rfift n0n " CUrre, | t assets O nc lucfing infrastructure 
others/ or for adntfni$trative S pu^ ? r rental to 

year. Items of property Dlant and Pn,?inrI,t«f P t d 1 f? ed dL,nng more than °ne 
acquisition date and are’initially recorded at cost ,nrtia | ,y recognised as assets on 
and equipment ,s ft. punS pto "Jr™’ ^ 

location and condition necessary for it to hl oLfwL attnbutable *? br <ng ‘he asset to the 
by the municipality. Trade discounts and retuu*. ^ n manner intended 

cost includes ft. hJZZZ £2rf >nMn9 M «* The 

site on which it is located. ® nd remov,n 9 the asset and restoring the 

useful Hvesf they ^aiunted forM^eparat^items^m^ 01 * equipment have differe nt 
plant and equipment. parate items (major components) of property, 

exchange fransartio^^the cosfrs deemed t? fcT "° ° i " on ?! nal consideration (i.e. a non- 
the date acquired deemed t0 be equal to the fair —lie of that asset on 

monetary asset or monetary assets"or^^ombin r acq f uired in exc hange for a non¬ 
assets, the asset acquired^ *" d ^ 
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4.2 


'"* "* d ' te ™' ra “'. *• cos. is .he <*yi„ g 

2’Se I 'mS 5 Property ’ ^ "« '‘> ul f™n. *»> 

-spar, parts a?d ££j£ JJtaX,'."rfaf 04 ? M “V. ™e major 
Prt^rty. plan, and equipment ££,Z£2 WpiSES» 

SUBSEQUENT MEASUREMENT - COST MODEL 

SSSS»“==-.! 

SK2 

associated with the asset. the ca P acit y or future economic benefits 


4.3 


DEPRECIATION AND IMPAIRMENT 

ZfSt&SfitL ”'£ ISir d ct» IUe ’.‘ ,Sl ? ^ over 

The annual depredation rates are based on the fallowing eslimated average esse, lives: - 


DETAILS 

Infrastructure 
Roads and Paving 
Pedestrian Malls 

Electricity _ 

Housing _ 

Stormwater 


Communjt£ _ 

Buildings _ 

Recreational Facilities 

Security 


YEARS 


DETAILS 


5-100 

20 _ 

10-50 

30_ 

100 


10-50 

10-100 

3^5 


Other _ 

Buildings ~ 

Specialised Vehicles 

Other Vehicles 

Office Equipment 

Furniture and Fittings 

Watercraft 

Bins and Containers 

Specia lised Plant and Equipment 

Other Items of Plant and 

Equipment 

Landfill sites 


YEARS 


10-50 

3-20 

3-20 

5-7 

JO_ 

J5_ 

5-10 

5-15 

5-15 

15 


an impairment loss is oharged to the Statement of FtaoI^^anT* 
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4.4 DERECOGNITION 


Items of property, plant and equipment are derecognised when the asset is dtann««vi nt nr 

tTsTjTe 1 :^“ ben ? ts or se ' ice p°t-tte!'5 

s niant on^i • n ? r oss ans mg on the disposal or retirement of an item of DroDertv 
P ,ant . and equipment is determined as the difference between the sales Droce@d<K 
canymg value and la recognised In the Statement of FinS PcrfS^ 5 ** *" 


4.5 INCOMPLETE CONSTRUCTION WORK 


Incomplete construction work is stated at historical 
when the asset is available for use. 


cost. Depreciation only commences 


5. INVESTMENT PROPERTY 

« - earn 

• use in the production or supply of goods or services or for 

• administrative purposes, or 

• sale in the ordinary course of operations. 

“ d for ““ ,h ” Pr °‘“°" ° r - ■— or service 

SSET3 S3?; aT,<S.« 1 UrT', me 

municipally, and S&££ *° *" 

I^Krtpmperty Is initially reccgnlsed at cost Transaction costs era included in the Initial 
«me e date e oSisWo F r y * a ° qUlred "“"‘"o' «• cost Is Its (sir value as 


Costs i nc |u de costs incurred initially and costs incurred subsequently to add to or to * 


5.1 FAIR VALUE 

Subsequent to initial measurement investment property is measured at fair value. 

The fair value of investment property reflects market conditions at the reporting date. 

OS " Chan9e “ Value iS " "« •“!*« or deficit fee tha 

3 ^; 


6. INTANGIBLE ASSETS 


An asset is identified as an intangible asset when it: 

' L C nc P cS ,e ° f * b J ein9 separated or divided from an entity and sold transferred 

2XS££''lS£r- eBher 
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ale e trJSfopa°wi raCtUal ° r ,° ther legal rights - adless whether those rights 
obligato^ ^ se P arate from the municipality or from other rights and 

An intangible asset is recognised when; 

" S Js^oteble that the expected future economic benefits or service potential that 
are attributable to the asset will flow to the municipality; and 
• the cost or fair value of the asset can be measured reliably. 


Intangible assets are initially recognised at cost. 


IhTdite aK|Ulred a " W ° r " 0mln “ l cost ' ,he “* sha »* «* «r «*■ as at 

X5KE5S*" ^ * a " =s 

<or ,te phase ef an 

sate teChniCaHy feaSible t0 com P |ete the asset so that it will be available for use or 

■ there is an intention to complete and use or sell it. 

• there is an ability to use or sell it. 

• it will generate probable future economic benefits or service potential. 

• there are available technical, financial and other resources to complete the 

development and to use or sell the asset complete the 

• reHab?y. ent * itUre attribUtab,e to the asset duri "9 «■ development can be measured 

imSent lotols. " ,6SS any accumu,ated amortisation and any 

Anintangibleasset is regarded as having an indefinite useful life when - based on all 
reievant factors, there is no foreseeable limit to the period overThteh thTassetH 

infl0WS orservice Potential. Amortisation is not provided for 

an ind eltton «f bU * they are tested for im P airm ent annually and whenever there is 

an indication that the asset may be impaired. For all other intangible assets amoSten 
js provided on a straight-line basis over their useful life. 

*S rl<>d and !,mo,,lsa “ on *» Intangible assets are reviewed et 

Reassessing the useful life of an intangible asset with a finite useful life after it u» e 
aa L ndefinite is a " indicator that the asset may be !mpS H 71 

Swe impairment and the remaining carrying amourt Is amortlsJSSr to 

JSSSlvaru^l^ 16 d0Wn Wana ' bte a "' ,s ' “ a basis, to 


Item 

Servitudes 

Software 


Useful life 
indefinite 
3 years 



7. 


HERITAGE ASSETS 


Heritage assets are assets that have a cultural, environmental, historical, natural scientific 
technological or artistic significance and are held indefinitely for the benefit of present and future 
generations. 

7.1 INITIAL RECOGNITION 

A heritage asset that qualifies for recognition as an asset ss measured at its cost and any 
costs directly attributable to bringing the heritage asset to the location and condition 
necessary for it to be capable of operating in the manner intended by the Municipality. 

Where a heritage asset is acquired through a non-exchange transaction, its deemed cost 
is to be measured at its fair value as at the date of acquisition. 

7.2 SUBSEQUENT MEASUREMENT 

Subsequent to initial recognition, heritage assets are measured at cost less accumulated 
impairment losses. 

7.3 DEPRECIATION AND IMPAIRMENT 


Heritage assets are not depreciated but assessed at each reporting date whether there is 
an indication that it may be impaired. 

7.4 DERECOGNITION 

Heritage assets are derecognised when the asset is disposed of or when there are no 
further economic benefits or service potential expected from the use or disposal of the 
asset. The gain or loss arising on the disposal or retirement of a heritage asset is 
recognised in the Statement of Financial Performance. 


8. IMPAIRMENT OF ASSETS 

8.1 CASH GENERATING ASSETS 

The municipality assesses at each reporting date whether there is any indication that an 
asset may be impaired. If any such indication exists, the municipality estimates the 
recoverable amount of the asset. 

If there is any indication that an asset may be impaired, the recoverable amount is 
estimated for the individual asset. If it is not possible to estimate the recoverable amount 
of the individual asset, the recoverable amount of the cash-generating unit to which the 
asset belongs is determined. 


The recoverable amount of an asset or a cash-generating unit is the higher of its fair value 
less costs to sell and its value in use. 

If the recoverable amount of an asset is less than its carrying amount, the carrying 
toss Unt ° f the 8SSel * S redUced t0 its recoverable amount. That reduction is an impairment 

An impairment loss of assets carried at cost less any accumulated depreciation or 
amortization is recognized in surplus or deficit. 
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^Impairment loss is recognized for cash-generating units if the recoverable amount of 

Sedur^thl J? than th ® C TT1 9 amount of the unit> The impairment loss is allocated* to 
reduce the carrying amount of the assets of the unit as follows: 

To the assets of the unit, pro-rata on the basis of the carrvina 
amount of each asset in the unit. 

The municipality assesses at each reporting date whether there is any indication that an 
impairment loss recognized in prior periods for assets may no longe/exist or may have 

estimated** * ** ^ m0,lcation exists ' the recoverable amounts of those assetsare 

dSJ n 3 a lS2? y SS am ° Unt ° f an 3SSet attributable to a ^ersal of an impairment loss 
does not exceed the carrying amount that would have been determined had no 
impairment loss been recognized for the asset in prior periods. 

A reverea! of an impairment loss of assets carried at cost less accumulated depreciation 
or amortization is recognized in surplus or deficit. P 1 on 

NON-CASH GENERATING ASSETS 

MCh T ^!? 9 date wheth ' r there ls Inactfon that an 
* Xl5,S ' lhe esB ™ tes «- 

If there is any indication that an asset may be impaired, the recoverable service amount is 
estimated for the individual asset. If it is not possible to estimate the recoverable service 

uSt°toIvhfrMhA ndlVld t lI h , | aSSet: t 5 e recoverabl ® serv ice amount of the cash-generating 
unit to which the asset belongs is determined. y y 

The recoverable service amount of an asset or a cash-generating unit is the hiaher of its 
fair value Jess costs to sell and its value in use. ® 

If the recoverable service amount of an asset is less than its carrying amount the carrvina 

“ raduced to b recoverabie *™Znt 9 T J 

An impairment loss of assets carried at cost less any accumulated depreciation or 
amortization is recognized in surplus or deficit. muiaieo oepreciation or 

An impairment loss is recognized for non-cash generating units if the recoverable service 
■me^cf Ihe unit is less than the carrying amount of the unit. The impairment losses 
allocated to reduce the carrying amount of the assets of the unit as follows: 

To the assets of the unit, pro-rata on the basis of the carrvina 

amount of each asset in the unit. 

The municipality assesses at each reporting date whether there is any indication that an 
impairment loss recognized in prior periods for assets may no longer exist or may have 

areSfmated. any ^ ' ndiCation exists ’ the recov erable service amounts of those assets 

T b ® in ^ r ® ased “jyjjjfl amoun t of an asset attributable to a reversal of an impairment loss 
does not exceed the carrying amount that would have been determined had no 
impairment toss been recognized for the asset in prior periods. 

A reversal of an impairment loss of assets carried at cost less accumulated depreciation 
or amortization is recognized in surplus or deficit. P C 81100 
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9. 


INVENTORIES 


9.1 INITIAL RECOGNITION 

Inventories comprise current assets held for sale in terms of land, and consumable items 
for-consumptfon.aar distribution during the ordinary course of business. Inventories are 
initially recognised at cost. Cost generally refers to the purchase price, plus taxes 
transport costs and any other costs in bringing the inventories to their current location and 
condition. Where inventory is manufactured, constructed or produced, the cost includes 
the cost of labour, materials and overheads used during the manufacturing process. 

Where inventory is acquired by the municipality for no or nominal consideration lie a 

non-exchange transaction), the cost is deemed to be equal to the fair value of the item on 
the date acquired. 


9.2 SUBSEQUENT MEASUREMENT 


Inventories, consisting of consumable stores, raw materials, work-in-progress and 
fimshed goods, are valued at the lower of cost and net realisable value unless they are to 
be distributed at no or nominal charge, in which case they are measured at the lower of 
cost and current replacement cost. Redundant and slow-moving inventories are identified 
and wntten down in this way. Differences arising on the valuation of inventory are 
recognised in the Statement of Financial Performance in the year in which they arose 
The amount of any reversal of any write-down of inventories arising from an increase in 
net realisable value or current replacement cost is recognised as a reduction in the 

amount of inventories recognised as an expense in the period in which the reversal 
occurs. 


The carrying amount of inventories is recognised as an expense in the period that the 
inventory was sold, distributed, written off or consumed, unless that cost qualifies for 
capitalisation to the cost of another asset. 


In general, the basis of allocating cost to inventory items is the weighted average method. 


10. FINANCIAL INSTRUMENTS 


10.1 INITIAL RECOGNITION 


Financial instruments are initially recognised at fair value. 

10.2 SUBSEQUENT MEASUREMENT 


Financial Assets are categorised according to their nature as either financial assets at fair 
value through profit or loss, held-to maturity, loans and receivables, or available for sale. 


Financial liabilities are categorised as either at fair value through profit or loss or financial 
liabilities earned at amortised cost ("other”). The subsequent measurement of financial 

^L S I nd l ,ab l hties ? epends on this categorisation and, in the absence of an approved 
CsRAP Standard on Financial Instruments, is in accordance with IAS 39. 


10.2.1 INVESTMENTS 


Investments, which include listed government bonds, unlisted municipal bonds, 
fixed deposits and short-term deposits invested in registered commercial banks' 
are categorised as either held-to-maturity where the criteria for that categorisation 
are met, or as loans and receivables, and are measured at amortised cost. 

Where investments have been impaired, the carrying value is adjusted by the 
impairment loss, which is recognised as an expense in the period that the 
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impairment is identified. Impairments are calculated as being the difference 

SnlTT the c - arry,n 9 amount and the present value of the expected future cash 
Horn flowing from the instrument. On disposal of an investment, the difference 

b " et d,sposal proceeds and the carrying amount is charoed or 

credited to the Statement of Financial Performance. 9 

10.2.2 TRADE AND OTHER RECEIVABLES 

Trade and other receivables are categorised as financial assets- inane and 

Lm e l+ ab ? S af l d A are initially rec °3 nised a* fair value and subsequently carried at 
amortised cost Amortised cost refers to the initial carrying amount plus SsT 

ha S coH epaymenta andimpairments - An estimate is made for doubtful receivables 
d w° n 3 / e u ieW of al1 outstandin g amounts at year-end. Significant financial 

finanr af S ° f th ® C ? btor ' probabili ‘y that the debtor will enter bankrupted or 
financial reorganisation, and default or delinquency in payments (more than 30 
days overdue) are considered indicators that the trade receivableTfcnpSi 
Impairments are determined by discounting expected future cash flows to their 

a ™ r6 “ iVabte """ 1 "»»**>»" <*• "Porting date 

An impairment of trade receivables is accounted for by reducing the carrvino 

amnnn! re . ceivab,es throu 3 h the use of an allowance acrount and^the 

a ™° a [f fthS ° SS IS l ’® C0 9 n,sed ‘n the Statement of Financial Performance within 
sSh2™ 9 ® xp6nses \ When a trade receivable is uncollectible, it is written off 
Subsequent recovenes of amounts previously written off are credited aaainst 
operating expenses in the Statement of Financial Performance. 9 * 

10.2.3 TRADE PAYABLES AND BORROWINGS 

Financia! liabilities consist of trade payables and borrowings. Thev are 
categorised as financial liabilities held at amortised cost, are initially recoanised at 
h»r value, less trade discounts, if applicable, and s^bseqS 2S 2 
mo ise cost which is the initial carrying amount, less repayments, plus interest. 

10.2.4 CASH AND CASH EQUIVALENTS 

caTdSitS S rich 0 " han ? (i ? cluding petty cash ) and cash with banks (including 
call deposits) Cash equivalents are short-term highly liquid investments readilv 

convertible into known amounts of cash that are held with regteteredbanSo 
institutions with maturities of four months or less and ara sublet to aS 
insignificant risk of change in value. For the purposes of the cash flovv statement 
cash and cash equivalents comprise cash on hand, deposits held on call with 
banks net of bank overdrafts. The municipality categorises cash anTcS 
equivalents as financial assets: loans and receivables. 


11. UNAUTHORISED EXPENDITURE 


12. IRREGULAR EXPENDITURE 

rnaS <p8n .' , *V'? “r* 1“ the Municipal Finance Management Act 

(“ S > ,8t ' ms Np.32 of 2000), the Public Office Bearers Act 

ontravention of the Municipality's supply chain management policy. 
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Irregular expenditure excludes unauthorised expenditure. Irregular expenditure 
as expenditure in the Statement of Financial Performance and where recovered 
accounted for as revenue in the Statement of Financial Performance. 


is accounted for 
it is subsequently 


13. FRUITLESS AND WASTEFUL EXPENDITURE 


was * e ^' 1 expenditure is expenditure that was made in vain and would have been 

a^vn»nHltMr re ^ S ?i? a ef f are b f e ? exercised - Fruitless and wasteful expenditure is accounted for 
-f rt * p -? Ure m the Stat ® ment of Financial Performance and where recovered, it is subsequently 
accounted for as revenue in the Statement of Financial Performance H ’ 


14. PROVISIONS 

reco 9 nised when the municipality has a present or constructive obligation as a 
suit of past evente, it is probable that an outflow of resources embodying economic benefits will 
be required to settle the obligation and a reliable estimate of the provision can be made 

t P hT!Iff^ S are ? V !T ed at reporting date and adjusted to reflect the current best estimate. Where 
the effect is matenal non-current provisions are discounted to their present value using a pre-tax 
discount rate that reflects the market's current assessment of the time value of money adjusted 
or risks specific to the liability (for example in the case of obligations for the rehabilitation of land). 

I h L m ,S aht ( doe ® not reco 9 n ise a contingent liability or contingent asset. A contingent liability 
disclosed unless the possibility of an outflow of resources embodying economic benefits is 
remote. A contingent asset is disclosed where an inflow of economic benefits is probable. 

amnMnt « V r e r tS that ma5 L affe £ the amount squired to settle an obligation are reflected in the 
fH?rl^ P 0V,SI ° n ^ ere tl ] ere 18 suffici6nt ot >i ective eviden “ that they will occur. Gains from 
the expected disposal of assets are not taken into account in measuring a provision. Provisions 

fUtU ? ° peratin9 losses - The P resent oration under an onerous contract 
is recognised and measured as a provision. 


15. 


LEASES 


15.1 Finance Leases - The Municipality as Lessee 

Leases are classified as finance leases where substantially all the risks and rewards 
associated with ownership of an asset are transferred to the municipality. Property plant 

° r i Intang l b !® assets , sufa j ect t0 finance le ase agreements are initially 
recognised at the lower of the assets fair value and the present value of the minimum 

ease payments. The corresponding liabilities are initially recognised at the inception of 
the lease and are measured as the sum of the minimum lease payments due in terms of 
agreement, discounted for the effect of interest. In discounting the lease 
payments, the municipality uses the interest rate that exactly discounts the lease 

coststncurred un9uaranteed residual value to toe fair value of the asset plus any direct 

Subsequent to initial recognition, the leased assets are accounted for in accordance with 
the stated accounting policies applicable to property, plant, equipment or intangibles. The 
lease liability is reduced by the lease payments, which are allocated between the lease 
finance cost and the capital repayment using the effective interest rate method Lease 
c ° sts are expensed when incurred. The accounting policies relating to 
derecognition of financial instruments are applied to lease payables. The lease asset is 
depreciated over the shorter of the asset's useful life or the lease term. 
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16. 


15.2 Operating Leases - The Municipality as Lessee 


33 


15.3 Operating Leases - The Municipality as Lessor 


income ,!<|U,p,,, ' n, ' whare applta ' bte - R «"“' 


REVENUE 


16.1 


16.2 


REVENUE FROM EXCHANGE TRANSACTIONS 

S£SS£^^"™~ a “'cs£a 

asssssi 

Revenue from the sale of electricity prepaid meter cards is recognised at the point of sale 

Interest revenue is recognised on a time proportion basis. 

ovtr^ equipment is recognised on a straight-line basis 

SVS.TooS'U 0, p^^^Sr en «****“*> a " "» — a "< 

REVENUE FROM NON-EXCHANGE TRANSACTIONS 

SSSSSS3 
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17. 


that the related receipt or receivable qualifies for recognition 
liability to repay the amount. 


as an asset and there is no 


S-?I e r U rS- pr0 1 erty rates is rec °9 nised when the legal entitlement to this revenue 
arises. Collection charges are recognised when such amounts are legally enforceable. 
Penalty-interest on unpaid rates is recognised on a time proportionate basis. 

nntont!^ nStitUte !? 0th Spo ^ and sum m°rises. Fines are economic benefits or service 
t e ' Ve * d u° r rece,vable bythe municipality as a consequence of the individual or 
entity breaching the requirements of laws or regulations. 

The full amount of traffic fines issued during the year is recognized at the initial 
transaction date as revenue in accordance with IGRAP1. 

Assessing and recognizing impairment is an event that takes place subsequent to the 

rr!nf!.t reC09nitl0n °i revenue char 9 ed - The municipality assesses the probability of 
collecting revenue when accounts fall into arrears based on historic trends. 

J r0r H ^ b ' iC c ° n u tributions and ^nations is recognised when all conditions 
d «i ? th !. conti : ibut ' on have been mat or where the contribution is to finance 
n E!’f n Pai1 and equipment, when such items of property, plant and equipment 
qualifies for recognition and first becomes available for use by the municipality. Where 

rnn!lr cont r! but,ons ha Y e been received but the municipality has not met the related 
conditions, the revenue is recognized as unspent grants, as current liabilities. 

nian! n a«!f d property ' P ,an t and equipment is recognised when such items of property 
municipality eC|UiPment qua lfies for rec °9 nition and become available for use by the 

* e lTi e H f ^ m . th ® recovery of unauthorised, irregular, fruitless and wasteful expenditure 
is based on legislated procedures, including those set out in the Municipal Finance 

& men | ACt ^ Act ... No - 56 of 2 ? 03 ) and is recognised when the recovery thereof from 
the responsible councillors or officials is virtually certain. 

16.3 GRANTS, TRANSFERS AND DONATIONS 

Grants, transfere and donations received or receivable are recognised when the 

resources that have been transferred meet the criteria for recognition as an asset A 

correspond'ng liability is raised to the extent that the grant, transfer or donation is 

thT^T' The '?'! transferred t0 revenue as and when the conditions attached to 

Uh«n^1 t ! f re ^ et GrantS T th0ut any conditions attached are recognised as revenue 
when the asset rs recognised. 

WNman Tim llty a9ent in a princi P al 1 a 9 ent relationship with the Department of 

Human Settlement for the construction of RDP Houses. Transfers are made to the 

ISTEK? - a P prov , ed housin 9 projects from the Department of Human Settlement 
and the Municipality releases payments from these transfers to the Implementing Agent 

Grarts" t RDP tl° US J: S ; ™ 6 transfers are recognized as Unspent Conditional 

Grants and Receipts in the Statement of Financial Position, and the revenue is only 

recognized in the Statement of Financial Performance once payments to the 
Implementing Agents are made upon handover of the houses to the beneficiaries 


BORROWING COSTS 

m2 1 .!!*? th3t ar ® d . ire ^ ly attributable to the acquisition, construction or production of 
qualifying assets are capitalised to the cost of that asset unless it is inappropriate to do so The 
municipality ceases the capitalisation of borrowing costs when substantiallyall the activities to 
prcpar. th. asset for Its intended us. or sate ate complete. It Is consK££££& £ 
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capitalise borrowing costs where the link between the funds borrowed and the 
acquired cannot be adequately established. Borrowing costs incurred other than 
assets are recognised as an expense in surplus or deficit when incurred. 


capital asset 
on qualifying 


18. RETIREMENT BENEFITS 

The municipality provides retirement benefits for its employees and councillors. The contributions 
to fund obligations for the payment of retirement benefits are charged against revenue in the year 
they become payable. The defined benefit funds, which are administered on a provincial basis 
are actuanally valued trienmally on the projected unit credit method basis. Defidts identified are 

ZZS™* “ 3 " ability and 8re re00Vered throu 9 h lump sum payments orlnlreasTf^re 
contributions on a proportional basis to all participating municipalities. Specific actuarial 

2™*" In r ?*P ect ? f l '? dlvldual Participating municipalities is unavailable due to centralised 
dministration of these funds. As a result, defined benefit plans have been accounted for as if they 
were defined contribution plans. y 


Other post-employment benefit obligations 


™ e c ™ Ci !?- y pr0V ' des Poat-retirement healthcare benefits to its retirees. The entitlement to 

and Ihe clmnirfin SUa r y cor,dltlona, on . the employee remaining in service up to retirement age 
and the completion of a minimum service period. The contributions to fund obligations for the 

°l '? tire, " en *.benefits are charged against revenue in the year they become payable 
The expected costs of these benefits will be accrued over the period of employment using an 
accounting methodology similar to that used for defined benefit pension plans. Actuarial gains and 

SS™ 9 and chan 9 es m actuarial assumptions, are charged or credited to income over the 
expected average remaining working lives of the relevant employees. 


19. KEY SOURCES OF ESTIMATION, UNCERTAINTY AND JUDGEMENTS 

LssiKfnn* 9 “ Stateme " ts ' management is required to make estimates and 
assumptions that affect the amounts represented in the financial statements and related 
disclosures, use of available information and the application of judgement is inherent in the 

material to°thp S fina ate,S i /ft* 3 * re ® uft |. in the Mure could differ from these estimates which may be 
material to the financial statements. Significant judgements include: 

Trade Receivables 

The municipality assesses its trade receivables for impairment at the end of each financial year for 
non-collectability. In determining whether an impairment should be recorded in surplus or deficit, 
udgements are made as to whether there is observable data indicating a measurable decrease 
in the estimated future cash flows from a financial asset. 

Provisions 


VWiere Provisions are raised, management uses experts to determine an estimate based on 
nS o^ProvIstoli? 6 ‘ Addlt,0nal disc,osure of these estimates of provisions are included in the 

Post Retirement Benefits 

P rese . nt value of } he P? st retirement obligation depends on a number of factors that are 
determined on an actuanal basis using a number of assumptions. Any changes in these 
assumptions will impact on the carrying amount of post retirement obligation/ 


The municipality obtains an actuarial valuation of its post retirement healthcare 
disclosure of this obligation is included in the note on Retirement Benefit Obligations. 


benefit and 
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Allowance for Doubtful Debts 


“et‘Se«TlTL n ‘JS 9 i rKn'ST.S S,” "“«• “ ‘ * N*-d. 

s^smSSS5S3S»-5m 

Useful Lives of Property, Plant and Equipment 

Impairment of Property, Plant and Equipment & Inventory 


20. RELATED PARTIES 

2 SST" *** ta *» Munidpa,' 


21. COMMITMENTS 

SSZ’«. a h™^ e S 8 “ a " d te ta •«— " «—i that I— <~n 

^na°S e " a n?S!* C SZ! i,m f? S and T °P era *' n 9 commitments contracted for at the 
P g te, and which have not been recognised as liabilities are disclosed by way of note. 

22. BUDGET INFORMATION 

£§§pSs3333~3KES3 


23. EVENTS AFTER THE REPORTING DATE 

Events after the reporting date that are classified as adjusting events are accounts fnr ; n th« 
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ALFRED DUMA LOCAL 
MUNICIPALITY 


DRAFT ELECTRICITY TARIFF 

2019/2020 
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1. Definitions 

consumed 61 " 97 Chaf9e: A Charge for each kilowatt h °ur (kWh) of energy active 

A monthly basic charge is payable for all metered connections 
whether electricity is consumed or not and all vacant lots where a building can be 

network ^° r ^ pUip0Se and whlch can be connected to the electricity ret?culation 
dferei^ e facto? ad: ^ t0ta ‘ GOnnected load of an installation reduced by the 

JX phase^conductore!" 3 ' V °" a9e * 132 °°° V °" (± 5%) betw “" - «• 

ph^e VOltaBe: A n ° minal V0Ma9e ° f 400 Volt (± 10% > between an V of three 

Maximum Demand Charge: Payable for each maximum kilovolt-ampere (kVA) 
rthirh/f ^ he Council to a consumer during a demand integrating period of 30 

TOVbe witaST m ' nUteS in lhe m ° nth ° r SUOh Ume h® 110 * ln month as 

"^phas^uc£™ minal V °" a9e 11 °°° Volt (± 5% > between -V 

Notified Maximum Demand: The consumer shall notify the Council in writinq of 
the maximum demand in kilovolt-ampere ( hereinafter referred to as “the notified 
maximum demand") which the consumer requires the Council to provide. 

One calendar-month notice of any increase and twelve (12) months notice of anv 
decrease, in the notified maximum demand, must be given in writing by the 
consumer to the Council and of the date upon which the revised supply is 
qmred. From the date on which the revised supply is made available the 
notified maximum demand shall be increased or decreased accordingly. 

J'™ e ;° f ' Use tardT: The time-of-use tariff is appropriate for a consumer who is 
able to manage the energy consumption and maximum demand by shiftinq load 
o the defined ESKOM’s specified time schedule as amended from time to time. 



Conditions applicable to all tariff scales 

1 «^im^f r urs ply 4 t0 the Coundl 10 ta billed on standard or 

w S “TT m ?y "° f aPP<y to change over from the 
standard to the trme-of-use tariff or from the time-of-use to the standard 
tanfF more than once in a period of 12 months. 

2. A consumer may apply to the Council to reduce or to increase the si™ rrf 
a circuit breaker (MCB) or the notified maximum demand. A consumer 
may not apply to reduce the circuit breaker or to reduce the notified 
maximum demand more than once in a period of 12 months. 


Scale 1 : Domestic Supplies 

1 L h ^ Sca ' e , shal, 4 ? S0 ap P*y t0 churches, charitable organizations and 

JTTTr- m ,oad of 80A sin 9 |e Phase but not 

“f Ph“e• Si26S: 45 ' 60 and 80A 

2. Credit Meters 


2.1 Basic Charge R113 07 

2.2 Active Energy charge per kWh consumed: Inclining Block tariff 


-Inclining Block Tariff 1 

From 

0 

351 

651 

>1 500+ 

To 

350 

650 

1500 


Energy Charge 
(R/kWh) 

R 1.4475 

R 1.8668 

R 2.2030 

R 2.7170 
-—-- - 


Prepayment Tariff Domestic 

a) Active Energy charge per kWh: Inclining Block Tariff 



Inclining Block Tariff 

From 

0 

101 

351 

>650+ 

To 

100 

350 

650 


Energy Charge 
(R/kWh) 

R 1.1433 

R 1.3385 

R 1.8670 

R 2.2225 
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4. Scale 2: Businesses 


1. 


This scale applies to businesses with a maximum load of 80A single phase 
but no exceeding 150A three phase. (Circuit Breaker sizes: 5A-80A* 
intervals of 5A on single-phase and 5A — 100A at intervals of 5 A an H 
thereafter 125A and 150A on three-phase). 5A and 

2. Credit Meters 

h! Ar! S ' C $ har9 ® ou R 113.07 excl VAT 

b) Active Energy Charge per kWh consumed: R 2.1800 excl VAT 

3. Prepayment tariff 

a) Active Energy charge: R 2.0721 excl VAT 


5. Scale 3: Medium businesses and industrial 


premises 


notified maximum demand is sokvA but iess ,han 

d«re C atr1rZ 0n n^.S Ce ° f ?" y inC ? ase and * welve ( 12 > ™nths notice of any 
decrease, n the notified maximum demand, must be given in writino bv the 

reo3T r From 6 ,^' and * •» date ^ ^ich 9 the rev,S supply is 
nntifioH ^ rom ^ ate on wh,ch the revised supply is made available the 
notified maximum demand shall be Increased or decreased accordingly. 

elJSridtysup^y. 0 ' 6 m0nthS mUSl be 9iVen *° termina,e ,he “ nlrac ‘ for bulk 


1 ■ Credit Meters 


a) 


Monthly Basic charge for metered stand 
electricity is consumed or not: 


per point of supply whether 
R 3 580.96 excl VAT 


b) (1) Network Access Charge (NAC) per KVA: 


R 91.49 excl VAT 


(2) Network Demand Charge (NDC) per KVA: 


R 102.88 excl VAT 


c) Active Energy charge for September to May 
from 06:00 - 22:00 per kWh: 


R 0.7625 excl VAT 
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d) 


e) 


f) 


Active Energy charge for September to May 
from 22:00 - 06:00 per kWh: 

Active Energy charge for June to August 
from 06:00 - 22:00 per kWh: 

Active Energy charge for June to August 
from 22:00 - 06:00 per kWh: 


R 0.6238 excl VAT 
R 2.0120 excl VAT 
R 0.6708 excl VAT 


2. Time-Of-Use meters 


a) 


b) 


Monthly Basic charge for metered stand 
is consumed or not: 


per point whether electricity 
R 7 649.35 excl VAT 


(1) Network Access Charge (NAC) per KVA R 75.39 excl VAT 


c) 


Time-of-Use tariff per kWh consumed during 
accordance with ESKOM’s specified time schedule 


the 


month 


in 


Active Energy Charge 

High Season 
(June - August) 

Low Season 
(Seotember — Maul 

Peak 

R4.1276 

-may j 

R1.4166 

Standard 

R1.3227 

R1.0074 

Off-Peak 

R0.7657 

R0.6775 


6 . 


Scale 4: Large business and industrial premises 


™ S ^“!® shaN a P?'y "he 1 ® ‘he notified maximum demand is lOOkVA or hioher as 
per consumer requirements supplied at medium voltage. 9 


S! e „‘? l ! nC ! ar ^ r>onlh n ° tice ofar, y increase and twelve (12) months notice of any 

S? BB: 

notified maximum demand shall be C in^aS^d^asei S aSin^y! labte ' ^ 


A notice period of 6 months must be 
electric supply. 


given to terminate the contract for bulk 




1. Credit Meters 


a) 

b) 

c) 

d) 

e) 

f) 


wheS Ba8 j, C J?l^ J>* point of supply 


electricity is consumed or not: R 5 410.37 excl VAT ’ 


(1) Network Access Charge (NAC) per KVA R 

(2) Network Demand Charge (NDC) per KVA R 

Active Energy charge for September to May 
from 06:00 - 22:00 per kWh: 


Active Energy charge for September to May 
from 22:00 - 06:00 per kWh: 

Active Energy charge for June to August 
from 06:00 - 22:00 per kWh: 

Active Energy charge for June to August 
from 22:00 - 06:00 per kWh: 


R 

R 

R 

R 


86.93 excl VAT 
97.72 excl VAT 

0.8241 excl VAT 

0.6744 excl VAT 

2.1965 excl VAT 

0.7322 excl VAT 


2. Time-Of-Use meters 


a) 


b) 


Monthly Basic charge for a metered stand 
whether electricity is consumed or not: R 7 


per point of supply 
649.35 excl VAT 


(1) Network Access Charge (NAC) per KVA R 66.14 excl VAT 


c) 


Time-of-Use tariff per kWh consumed during the month in 
accordance with ESKOM’s specified time schedule. 


Active Energy Charge 

High Season 
(June - August) 

Low Season 
(September — Mavl 

Peak 

R3.8945 

R1.3374 

Standard 

R1.2488 

R0.9513 

Off-Peak 

R0.7236 

R0.6395 
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6. A High Voltage Bulk: Commercial Resellers (Time of Use) 
1- Time-Of-Use meters 


a) Monthly Basic charge for a metered stand per point of supply 

whether electricity is consumed or not: R 8 414.27 excl VAT 

b) (1) Network Access Charge (NAC) per KVA R 72.27 excl VAT 


c) Time-of-Use tariff per kWh consumed during the month in 
accordance with ESKOM’s specified time schedule. 


Active Energy Charge 

High Season 
(June - August) 

Low Season 
(September - Mav) 

Peak 

R4.2550 

R 1.4611 

Standard 

R1.3645 

R1. 0392 

Off-Peak 

R0.7904 

R0.6988 


7. Scale 5 : Special Agreement 

I h ^ C ^. U ™.'l. reSerV9S the ri ? ht to ne S otiate special agreements and the applicable 
ttaher 8 consumers where the notified maximum demand is 5000 kVA and 

8. Scale 6 : Departmental 


All energy used by any department of the Council shall be at the applicable tariff as 
contained in Council s tariff of charges. 


9. Scale 7 : Surcharge on On-Sales 

eJi- Bulk | Use Consumers wiI1 be required to confirm whether they are 

selling electncity on to tenants at normal commercial rates. In instances where this 
is the case, these customers will be surcharged at a rate of 20c per kWh 
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10. 

Sundry charges 


1(a) 

Replacing the existing standard single-phase meter with: 



i) pre-payment meter. 

R1 130.10 

1(b) 

Replacing the existing standard three-phase meter with: 



i) pre-payment meter. 

R 2 526.99 

2. 

Replacing the existing demand meter with a TOU meter: 

RIO 215.12 

3. 

Replacing the existing billing programme in an electronic 
electricity energy meter to accommodate a 



change in tariff. 

R 1 092.43 

4. 

Availability charge for all vacant stand where 



electricity can be connected 

R 146.75 

5 

Replacement of prepaid electricity token 

R 66.74 

6. 

Connection fees 



SCHEDULE C 


SERVICE CONNECTION FEES ~ 

COSTS 

SINGLE-PHASE LOW VOLTAGE 80A MAXIMUM 

R 2 941.02 

1 HKEE-PHASE LOW VOLTAGE 150A MAXIMUM 

R 11 209.00 

HIGH & LOW VOLTAGE BULK 

R 11 012.40 

THREE-PHASE PREPAYMENT METER 
(MAXIMUM 100A) 

HR 8 000.32 

ADITTIONAL CAPACITY PER kVA 

R 1 146.49 


7. 


The tariffs contained in Schedule D shall be 
replacements when requested by the consumer. 


payable for circuit 


breaker 


SCHEDULE D 
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Single-phase to a maximum 80 amDeres j 

R 461.26 

Three-phase to a maximum 100 amperes 

R 530.47 


8 . 


Where the supply has been disconnected for non-payment of any charges or fees 

due by the consumer, the supply shall not be reconnected until the fees as 

h ® r ® und ® r and an y other monies due by consumer to the Council in 
connection with such supply have been paid in full: - 


(a) 

During normal hours per visit (connection/disconnection) 

R 466.95 

(b) 

After normal hours per visit (connection/disconnection) 

R 466.95 

(c) 

After hour reconnection Fee 

R 609.78 

(d) 

New Business Contract Connection Fee 

R 554.36 

(e) 

Reminders to business and commercial consumers — 



per visit 

(f) Additional Disconnection reminders after due date 
to domestic consumers 


(g) Consolidated consumer deposits payable as per prescribed 
by annual budget resolution 


R 466.95 

R 40.18 

R40.18 


The above charges shall also be payable by the consumer for each visit of 
official of the Council for the purpose of disconnection for any of the 
abovementioned reasons, even though for any valid reason, such 
disconnection has not been affected. 


a) Fee payable for the reading and inspection of meters 

on finalizing an account. 

b) Fee for reading as well as analysis of special meters 
which are equipped with memory-bank facilities, 
depending on the total data available in the memory- 

bank of the meter. 


R 466.95 


R 1 900.20 


10. Fees for each visit of a representative of the Electricity Department to the consumer’s 
premises to attend to a power failure: ^ 0 ine consumer s 
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a) Domestic. 

b) Business / Industrial. 

c) Sundays and public holidays. 

11. METER TAMPERING ADMINISTRATION FEE AS FOLLOWS: 
11.1 DOMESTIC CUSTOMER 


R 614.17 
R 614.17 
R 951.55 


a) That the tampering fee of RIO 560.00 for first time offenders and 
electricity consumption be calculated for the period of three (3) years. 


the recovery of 


b) The tampering fee for a second time/ repeat offender be R15 840 00 
electricity consumption be calculated for three (3) years. 


and recovery of 


11.2 COMMERCIAL AND INDUSTRIAL CUSTOMERS 


bJ ta Tr ng fee for °° mmeroial and industrial customers for first offence is 
ofthree°(3)°years the r6C0Very ° f electncit y consumption lost be calculated over a period 


b) The second/repeat offender for commercial and industrial be R31 680 00 and 
recovery of electricity consumption be calculated for three (3) years 


12 . 


13. 


Fees payable for the testing of energy meters: 

a) Testing of each single-phase meter. 

b) Testing of each three-phase meter. 

c) Testing of any other type of energy meter 
Temporary Supplies 


R1 603.29 
R 2 137.72 
R 9 352.51 


a) Where a temporary connection is required such connection shall be on a 
prepaid meter, for a period not exceeding six months, on the expiry of 
which the connection will be renewed on request, subject to inspection of 
the connection before reconnection. In such cases the initial and 
subsequent connection fees shall be one half of the relevant connection 
fees - as per Schedule C. 


b) Prepaid Energy charge per kWh consumed 


R 6.2188 
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14. The following shall apply to illuminate signs supplied with electricity from 
streetlight circuits: - 


An amount of: 

Payment shall terminate at the end 
removal thereof. 


R 2.21 per kWh 

of the month following the date of 


All of the above-mentioned tariffs in respect of services rendered are subject to 
value added tax (VAT) as determined from time to time. 



AtmtAuee \S 




treasury _ 

Department 

Treasury 

PROVINCE OF KWAZULU-NATAL 


Treasury House 
145 Chief Albert LuthuN Road 
Pietermaritzburg 3201 
PO Box 3613 
Pietermaritzburg 3200 
Tel: +27 (0) 33 667 4200 
Fax: +27(0)33 342 <662 
Internet: www.kzntrsssury.gov.za 



MUNICIPAL FINANCE MANAGEMENT 


Our Ref : 11/6/3/1 (KZN238)-2020 

Enquiries : Ms R. A Bhagwandeen 

Date : 23 May 2019 


THE MUNICIPAL MANAGER 

ALFRED DUMA LOCAL MUNICIPALITY 

POBOX29 

LADYSMITH 

3370 

Fax: 036031 1400 

Dear Ms. S.S. Ngiba 

ASSESSMENT OF THE 2019/20 ANNUAL BUDGET TABLED IN TERMS OF SECTION 16(2) 

OF THE MUNICIPAL FINANCE MANAGEMENT ACT, ACT NO. 56 OF 2003 (MIMA) 

1. Reference is made to your Tabled Budget for the 2019/20 financial year that was snh mi ttnH to 
Provincial Treasury in accordance with Section 22 of the MFMA, which states that imm edia tely 
after an annual budget is tabled in a municipal council, the accounting officer of a municipality 
must (b) submit the annual budget -(i) in both printed and electronic formats to the National 
Treasury and the relevant provincial treasury. 

2. Section 23(l)(b) of the MFMA stales that the municipal council must consider any views of- (a) 
the National Treasury, the relevant provincial treasury and any provincial or national organs of 
state or municipalities which made submissions on the budget. Section 24(1) of the MFMA further 
states that the municipal council must at least 30 days before the start ofthe financial year consider 
approved of the annual budget. 

3. A compliance check was conducted to verify whether your Tabled Budget for 2019/20, as guhmiHiRri 
to Provincial Treasury, conforms with the Municipal Budget and Reporting Regulations (MBRR) 
and provides the relevant information required in die main budget tables (A1-A10) and supporting 
tables (SA1-SA38). The attached Annexure A: Check List of Compliance to Municipal Budget and 
Reporting Regulations presents a summary of the completed and incomplete tables and the 
verification/reconciliation of the electronic submission to the budget tables included in the printed 
submission. 

4. Based on the information submitted by your municipality in the A1 Schedules, the budget 
documents and the subsequent engagement on 17 May. 2019, please find At tached our detailed 
comments in Annexure B: Assessment of the 2019/20 Budget for your consideration in terms of 
Section 23(l)(b) of the MFMA During the engagement, the municipality noted the issues raised by 
Provincial Treasury and committed to attend to them prior to the 2019/20 Budget being considered 
in Council for approval in terms of Section 24(1) of the MFMA. 
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6 . 


^asury Cirei^FT/MF 10 and n of 2018/19 requested that municipalities ensure that 
the Schedule A1 and the Tabled Budget mSCOA Data strings (TABB) are both produced directly 
fiom the financial system to eliminate the possibility of any differences and/or misatienments 
Ptwmcial Treasury noted with concern that your municipality’s figures reflected in the 
2019/20 Schedule A1 do not fully align to the figures reflected in the Tabled Budget mSCOA data 
string (TABB) which were downloaded fiom the LG Database by Provincial Treasury on 09 April 
2019. Refer to Annexure B: Assessment of the 2019/20 Budget for a detailed listing of the 
differences where the figures are reflected in red. The municipality is therefore required to ensure 
that the Schedule A1 and the Approved Budget mSCOA Data strings are aligned by extracting both 
documents directly from the financial system. ^ 

The following are the key observations and findings on your municipalities 2019/20 Tabled Budget: 
6,1 Credibility of the budget 


Evaluation of the budget process* 


Provincial Treasury has undertaken an assessment of your Draft Budget which was tabled to 
Council on 28 March 2019 and submitted to Provincial Treasury in both electronic and hard copy 
format The municipality’s 2018/19 Draft Budget has been prepared in the required format as 
stipulated in Regulation 9 of the MBRR (A Schedule version 6 3) 


Based on the outcome of the compliance check, your municipality did not complete majority of 
the budget supporting tables in the Council approved A1 Schedule. It should be noted that where 
budget tables contained incomplete information, the Provincial Treasury was not able to perform 
a comprehensive analysis of your budget. 


The municipality submitted a printed A1 Schedule differed significantly from the electronic A1 
Schedule. The differences noted between foe printed A1 Schedule and the electronic A1 Schedule 
creates doubt over the credibility of foe 2019/20 Draft Budget. 

A number of Audited Outcome figures in foe A schedules did not agree to foe Annual Financial 
statements (AFS). There were also numerous Adjustments Budget figures as per the B Schedule 
foat did not reconcile to the current year’s Adjusted Budget figures in the budget tables which 
raised concerns over foe accuracy of the Draft Budget. 

The balances populated in Table A6 of the Draft Budget for foe 2018/19 and 2019/20 financial 
years do not appear to be reasonable in relation to the closing balances as per the 2017/18 Annual 
Financial Statements (AFS) and the transactions as per Tables A4, A5 and A7 which implies that 
the municipality did not employ proper balance sheet budgeting 

The total asset register summary for Property, plant and equipment (PPE) in Table A9 of foe Draft 
Budget for the 2018/19 and 2019/20 financial years do not appear to be reasonable in relation to 
foe net bookvalue for PPE as per the 2017/18 AFS and foe Capital additions, Capital disposals and 
Depreciation and asset impairment for foe 2018/19 and2019/20 financial years. 

The municipality did not provide the breakdown and the supporting workings for Other 
expenditure and Contracted services therefore foe implementation of cost containment measures 
could not be assessed. 


The Municipal revenue & expenditure fiscal framework (Tables A1 - AS and A1OV 

Table A10, which reflects basic service delivery of foe municipality was not folly completed as foe 
Audited outcomes and the current year information was not populated. Furthermore, MFMA 
Circular No. 58 required municipalities to account for foe service levels for all the households 
within the municipality area including services levels that are not provided by foe municipality. 
The Draft Budget reflects different total Households for each service in Table A10. The 
municipality must ensure that foe total Households for each service are the same in the 2019/20 
Final Budget. 
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Funfiin o 

order for die municipality to continue to provide services and extend their services to the 
STEa* mUmC,paI,fy >S bad ^ lt should 1x5 fonded “ accordance with the legal requirements 

B ased on Provincial Treasury’s assessment of the 2019/20 Cash/Cash equivalents at the year end 
m Table A7: Budgeted cash flows and Table A8: Cash backed reserves/accumulated surplus 
your municipality's 2019/20 Tabled Budget appeam to be unfunded in tej of 
t ° 8 " to ^'^<^^55audB I K>.,uppo*rfby 

Hie following, amongst others, contributed to your 2019/20 Tabled Budget being unfunded: 

* refl0Cted 0ther ^vestments > 90 days of R159.5 million as per 

Table A*t due to the incorrect population of Tables A6, SAI5 and SA16. As a result, the total 

Son mvestments <™U<*ble balance in Table A8 appears to be overstated by R15sS 

° ^ munici Pality did not consider the cash backing of Unspent conditional grants in Table A8. 

JJfS? Coundl . approve *" 2019/20 its current format, the budget will 

™ a JOT* 38 T* mmici P aH, y be expenditure against an unfunded brnlget 

Tlus will be asenous transgression that will impact on tire financial viability of the municipSty 
aa well as its ability to deliver services to the community. P V 

Thwefore, your municipality is advised to reduce non-essential expenditure, implement cost 
containment measures (National Treasury MFMA Circular No.82), revise the 2019/20 Tabled 
Budget and ensure that the municipal Council approves a funded 2019/20 Budget as an unfunded 
budget will not be supported by Provincial Treasury. 

6.2 Relevance 

MKWA Circular No. 66 describes key local government priorities as the provision of basic 
services, human settlements development, local government infrastructure as well as decent 

TfiS 'TT'^Tr' ?? appropriately reflected infiastructaie expenditure 

“ * e . ° f Capital expenditure. The Integrated Development Plan (IDP) strategic 

objectives for Operating expenditure as outlined in Table SA5 arc aligned with local government 

Sira A4 Si 1 avenue is not aligned to the IDP strategic objectives as 

Tables A4 and &A4 do not reconcile. Furthermore, it was noted that the Capital expenditure is not 
ahgned to the IDP strategic objectives as Tables A5 and SA6 do not reconcile. 

6.3 Sustainability 

!^ 3diture is ^mental to the sustainability of ihe municipality. The municipality 
hasbutigeted fin Operating deficits over the Medium Term Revenue and Expenditure Framework 
0fnfcEF) largely as a rrault of tiie non-cash items. The municipality’s operating budget should 

nosifSr ^ #! X> STnOT 1 i? 11CUlar N °' 75 wbich encoura S es municipalities to adopt a surplus 
-SSTf, mumcipaIity is *“*!*« advised to ensure that nTnon-Sity 

e^endrture is included in the Final budget to ensure compliance with MFMA Circular No 75 

tyerafa^&fldt m ™ lCipalities to n( >n-priority spending which could also minimise the 

The municipality has reflected a decrease in cash held for both the 2018/19 and 2019/20 Bstmcial 
years implying that the municipality is not generating sufficient cash in the 2018/19 and 2019/20 
financial years to cover expenditure therefore the municipality is reducing its cash reserves. The 
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continuous decrease in cadi reserves 
in the future. 


is not sustainable and would result in 


cash flow difficulties 


9. 


Repairs .“d maintenance amounts to 2.3 percent of the PPE net book value for thr. 901 - 7/1 b 

s “ 40 ~ 

a and assurance that adequate prevision 



8 ' rtlTntmHr *"“5 T ea COnsidering yonr 2019/20 Budget in Council for approval, a cony of 
the Council resolution or extract reflecting the Tabling of Provincial T YrI un. ■_ ■ « y , 
assessment of the 2019/20 Tabled Rndm* tfniMfhdlt nriil. 4L._J • ^ ^ 


SSSEpKKSSS 


Yours faithfully 



MrF. CaSjfmjee 
Chief Director: Municipal Finance Management 


CC Mayor 

Chief Financial Officer 
Jan Hattingh, National Treasury 


Page 4 of4 



General Compliance and Other Matters Tabled Budget 
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management (Green drop status) to ensure their determination to improve on 
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Non-Financial Information Compliance assessment 


512 



531 




s*» 



municipal entity N/A The municipality does not have a municipal entity. 
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SA27 Comparison of monthly figures with totals on Table A2. 






Table A4 ■ Budgeted Financial Performance (Operating Revenue) - PT Assessment 
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Table A5 ■ Budgeted Capital Expenditure by vote, functional classification and funding 
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Table A6 - Budgeted Financial position - PT Assessment 








is considered in the determination of the financial position in Table 






millibn as per the mSCOA Data strings Table A7. The municipality should ensure that the 
data strings are folly aligned to the Final Budget approved by Council. 
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to the Final Budget approved by 









The R102.7 million positive cash balance budgeted for the 2019/20 financial year appeals 
to be overstated as compared to the recalculated closing cash balanoe of R100.B million. 



Table AS - Cash backed reserves/accumulat ed surplus reconciliation- FT A 
Description 



per the 2017/18 AFS. 

-Trade and other payables does not appear reasonable in relation fa 
Trade and other payables as per the 2017/18 AFS and accrued 
expenditure and payments as per the 2016/19 Adjustments Budget 
and the 2019/20 Draft Budget. 



Table A8 - Cash backed reaerves/accumulated surplus reconciliation* PT Assessment 
Description 



This Is noted and will be corrected on submission of the 
Final A - Schedules. 
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1. DEFINITIONS 

1.1 In this Policy, unless the context indicates otherwise, the following definitions are applied:- 

Accountmg Officer” means the Municipal Manager for the Municipality as contemplated in 

- section 60 of the Local Government: Municipal Finance Management Act, 56 
of 2003 


“Delegated authority" 


“Inventories ” 


means the Chief Financial Officer designated in terms of section 80(2)(a) of 
the Local Government: Municipal Finance Management Act,56 of 2003 

means the official who is given the authority for relevant functions in terms of 
the municipality’s written delegations; 

are assets: 

In the form of material or supplies to be consumed in the production process, 

In the form of materials or supplies to be consumed or distributed in the 
rendering or services 

Held for sale or distribution in the ordinary course of operations, or 
In the process of production for sale or distribution 
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"Obsolete inventory” 


means items that have expired, are redundant or damaged; 


“Re-order level” 


means the level of inventory at which inventory is re-ordered; 


“Requisition form” 


means a written request to the Inventory Supervisor to supply specific 
inventory; 


“Store” 


“Inventory Accountant” 


“ Storeman” 


means a place where inventory is stored and reserved for future use, or 
source from which supplies may be drawn; 


means the official responsible for the requisition, receipt issue, resorting 
and safeguarding of inventory; and 

means the official responsible for the cost-effective and efficient 
management of inventory. 


2 . 

2.1 


OBJECTIVE OF THE POLICY 


The policy aims to achieve the following objectives which are to> 

a) Provide guidelines that must be followed in the management and contra! 
safeguarding and disposal of inventory. 


of inventory, including 


b) 

c) 


Procure inventory in line with the established procurement principles 
Supply Chain Management Policy. 

Eliminate any potential misuse of inventory and possible theft. 


contained in the Municipality's 


3. SCOPE 

31 aPPli8S ‘° EMNAMBITH,/LADYSMITH MUNICIPALITY'S Inventory section of toe department of 

3.2 This policy specifically excludes: 

a) Pharmaceutical inventory, livestock and face value forms; and 

b) Equipment and other assets not defined as inventory; 
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ALFRED DUMA LO C AL MUNICIPALITY INVENTORY POLICY 

4. LEGAL FRAMEWORK 

4.1 In terms of the MFMA, the Accounting Officer for a municipality must: 

a) Be responsible for the effective, efficient, economical and transparent use of the resources of the 

municipality as per section 62 (1)(a); 

b) Take all reasonable steps to prevent unauthorised, Irregular and fruitless and wastefr, 
expenditure and other losses as per section 62(1 )(d); 

c) Be responsible for the management, including the safeguarding and the 

maintenance of the assets, and for the management of the liabilities, of the 

municipality as per section 63 (1)(a) and (b). 

4.2 In terms of the following paragraph of GRAP 12: 

14 Inventories shall be recognized as an asset if, and only if, 

0) it Is probable that future economio benefits or sendee potential associated with the item will flow to 
the entity ,and 

b) the cost of the inventories can be measured reliably 

MEASUREMENT AT RECOGNITION 

.15 Inventories that qualify for recognition as assets shall initially be measured at cost 

16 Where inventories are acquired at no cost, or for nominal consideration, their costs shall be their fair value 
as at the date of acquisition 

MEASUREMENT AFTER RECOGNITION 

17 Inventories shall be measured at the lower of cost and net realization value, except where paragraph 18 
applies 

18 Inventories shall be measures at the lower of cost and current replacement cost where they are held for 

a) distribution at no charge or for a nominal charge ,or 

b) consumption in the production process of goods to be distributed at no charge or for a nominal 
charge. 


RECOGNITION AS AN EXPENSE 

When inventories are sold, exchanged or distributed the carrying amount of those inventories shall be 
recognized as an expense in the period in which the related revenue is recognized. If there is no related 
revenue, the expense is recognized when the goods are distributed, or related service is rendered The 
amount of any wnte-down of inventories to net realizable value and all losses of inventories shall be 
recognized as an expense in the period the write-down or loss occuis. The amount of any revereal of any 
wnte -down of inventories .arising from an increase In net realizable value, shall be recognized as a 
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reduction in the amount of inventory recognized as an expense in the period in which the reversi 
occurs. 

Some inventories may be allocated to other assets accounts, for example, inventory used as a componer 
of self-constructed property, plant or equipment. Inventories allocated to other assets in this way an 
recognized as an expense during the useful life of that asset. 


5 PURPOSE OF THE INVENTORY PROCEDURES 

5.1 The procedures for inventory must be followed to ensure that: 

a) Inventory is safeguarded at all times; 

b) There are accurate records of quantities on hand at all times; 

c) Optimum inventory levels are maintained to meet the needs of users; 

d) Only authorised issues of inventory are made to users; and 

e) Items placed in store are secured and only used for the purpose for which they were purchased. 

5.1.1 Inventory Procedure : Aquisitions 


The stone's manager in our case the Accountant Inventory will complete a procurement request form (PRF). 

The section head (Assistant Manager: Assets and Inventory) and the Head of Department (CFO) will approve the 
requisition. 


PRF will be sent to Supply Chain Management. 

SCM will obtain the quotes and place the orders. 

Orders will be received by the store's manager (Accountant: Inventory) and he/she must keep records of the 

ongmal delivery note and forward the copy of the delivery note to the Creditors together with the CRN 

The store's manager (Accountant Inventory) will complete the goods received note and forward It to the creditors. 

Creditors will attach the GRN to the Original order with the copy of the delivery note and capture the recieps into 
financial system. 


5.1.2 Inventory Procedure. 

Maintainance stores 

e purpose of the stock take is to ensure that reconciliations between manual system (bin Cards) and 
the financial system are fully reconciled and 

• to eliminate discrepancies in stock items, fraud and corruption. 

• The procedure for conducting the stock count 

• Quality control procedures throughout the year 

• Disclosures 

5.1.3. Distribution 
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>1 


• A stores requisition will be completed for all issues from stores. 


5.2 Appointment of Responsible Officials 

5.2.1 The CFO must appoint, in writing, officials to perform the duties of an inventory accountant and storemar 
in terms of this Policy. 

5.2-2 Adequate segregation of duties between the requisition, receipt, recording, storage and safekeeping ol 

inventory and the management and control thereof must be maintained to avoid the potential occurrence 
of errors and fraud. 


5.3 Ordering of Inventory 

5.3.1 Each department must set its own Inventory reorder levels for all items in consultation with the CFO, the 
inventory levels must indicate the minimum and maximum inventory that can be maintained. 

5.3.2 Due diligence and care shall be exercised in identifying low value and high value items of inventory 

5.3.3 Minimum inventory level of high value items shall be ordered, any maximum order shall be based on 
specific requirement/need in order to avoid large amount of cash tied up on inventory. 

5.3.4 A reorder listing should be printed daily and reviewed by the Inventory Accountant 

5.3.5 The Accountant must use the listing as a primary source of information to complete the requisition form. 

5.3.6 The requisition form must be completed in duplicate, with one copy kept in the requisition book and an 
original copy forwarded to the procurement section. 

5.3.7 A copy of the purchase order form will then be forwarded by the procurement department to the inventory 
department. 

5.3.8 Orders must thereafter be filed in date sequence. 

5.3.9 This file must form the basis for follow up of orders and for matching goods that are delivered to inventory 
section. 

5.3.10 The orders file should be reviewed daily by the Inventory Accountant and any orders, which have not been 
delivered as per the agreement with the buyer, must be followed up immediately. 

5.4 Receipt of Inventory 

5.4.1 The quantity and quality of the inventory received from suppliers must be according to specifications. 

5.4.2 The Storeman must compare the delivery note to the purchase order before accepting the goods. 

5.4.3 The invoice must match the supplier name and order number. 

5.4.4 Inventory Supervisor (as per deployment) must ensure that: 

a) All delivery notes are signed 

b) All incorrect delivery items are rejected and clearly identified on both copies of the delivery note; 
and 
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c) The supplier signs all amendments 


5.4.5 The inventory received must be transferred to the secured store by the Inventory Supervisor and th< 
inventories must be stored in their respective sections as detailed in 5.5. 

5.4.6 The inventory record/register/database must be updated. 

5.5 Storage of Inventory 

5.5.1 Inventory must be stored in a secured, exclusive use area, under lock and key, furthermore the inventorj 
must be insured in terms of the Risk Management Policy of the municipality. 

5.5.2 The area must be used exclusively for the storage of inventory, with limited authorized access only. 

5.5.3 Inventory must be positioned to facilitate efficient handling and checking. 

5.5.4 All items must be stored separately, with proper segregation. 

5.5.5 Inventory must be dearly labeled for easy Identification. Inventory tag/bin cards or Inventory labels may be 

used to Identify each item and to aid in the physical verification of the items. Details should indude the 
following: 

a) Order number; 

b) Quantity received; 

c) Date of receipt; 

d) Quantity issued; 

e) Date of issue; 

f) Maximum stock level; 

g) Re-order level; 

h) Re-order quantity; 

i) Closing stock; and 

j) Any other relevant information. 

5.5.6 Where possible, all items of the same type and reference must be stored together as per the description 
on the inventory records. 

5.5.7 Items with limited shelf life must be rotated on a first in first out basis, in accordance with paragraph .35 of 
GRAP, to reduce the occurrence of expired or obsolete stocks. 

5.5.8 Due diligence and care must be exercised to prevent damage of, or deterioration of inventory. 

5.5.9 Due regard must be given to any safety standards which may apply to the storage of certain inventories. 

5.5.10 Steps must be taken to ensure safe custody of Items, including precautions against loss or theft. 

The Storeman or Delegated Official responsible for the custody and care of inventory must ensure that in 
his/her absence, such items, where applicable, are securely stored. 

5.5.12 The responsibility for the custody of the storeroom keys must be allocated by the delegated authority to an 
official who is accountable for its use. 
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5.5,3 No unauthorised Pereons/offidais she,, obtain entry to premises, buildings or containers whom inventory 
ept, unless accompanied by the responsible official. 

st’g riirr 9 : in !T tory Ac “ untent ° r s,oreman ocoure ' an invem ^ ««• * 

ndependent office! shall be nominated in writing by the delegated authority to assist the offish 

handing and taking over with the checking of the inventory and any discrepancies 

5.5 16 Should the above not be complied with, the official taking over shall be liable for any discrepancies 

• • an rngover certficate, must be completed by the handing and taking over officials and a copy retainer 
for record purposes. My e[ainec 

5.5.18 The following fire protection precautions must be adhered to: 

a) Inventories of an Inflammable or dangerous nature shall be stored and handled in such a manna, 

authority 0 " 8 OT Pr0P8rty ^ TOt endan9ered and ln co "’P |ia "« "Kb the requirements of any local 

The area must be clearly signposted; and 

Fire extinguishing equipment must be placed in the area where inventories are held and must be 
serviced regularly. 


b) 

c) 


5.6 Issue of Inventory 

5.6.1 Only the Storeman is authorised to issue inventory from the storeroom. 

5.6.2 Inventory must only be issued in terms of the approved requisition form of the Municipality 

5.6.3 M requKffion forms must be ruled off immediacy teto w the las, item to prevent items being added once 
the requisition is authonsed by the responsibility manager. 

™ I*® S '° reman must Verify that temp ordered match items reflected on the requisition form 

5.6.5 The official receiving the inventory must acknowledge In writing, me receipt of inventory. 

5.6.6 Inventories must be issued and used for official purposes only. 

5.7 Obsolete inventory 

5 ' 7 ' 1 of obsole,e invento,y mus * 136 undertaken by •" s “ 

5 ' 7 ' 2 2o^2^ ,Cer ° f delS9ated "*"* mUSl “ nvene 8 DiSPOSa, C °“ for ,he *P— O' 

5 5 7 4 T T hl“ C °:r ee *“* “ nSiS,0,a ' teas,four0ffidals ' «“ Of whom must act as the chairperson 
■ The delegated authority may approve the write-off of inventory, if satisfied that: - 

a) The inventory has expired and is redundant; 

' S ° f 3 SPeCialiSSd nature and has beo °™ outdated due to the introduction of 
upgraded and more effective products; 

The inventory cannot be used for the purpose for which it was originally intended; or 
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b) 


c) 
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d) The inventory has been damaged and is rendered useless. 

e) The Accounting officer is delegated to sign/authorize the disposal of current Assets which Include 
Inventory under GRAP 12 of an amount not greater than RIO million. 

5.7.5 All disposed of items must be updated in the inventory records/register/database for the purposes c 
proper management and control. 

5.8 Inventory count 

5.8.1 Items may be subject to an inventory count on a monthly basis. 

5.8.2 Where the quantity of inventory is too large for the count to be completed on a single occasion, inventory 
counts may be carried out on a rotational basis with a full inventory count at the end of each financial year. 

5.8.3 All approved Municipal procedures and processes must be complied with during the inventory count. 

5.8.4 The Inventory Accountant must document and report to the CFO after investigating any discrepancies 

between the inventory records/register/database, bin/tag cards or inventory labels and the physical 
inventory. 


5.8.5 The CFO must submit a report with the findings to the Assistant Manager Finance: Assets, in order to 

have the matter reported to the Executive Committee of the Municipality for the write-off of any inventories 
losses, or the write -up of surpluses. 

5.8.6 The appropriate disciplinary action must be instituted when applicable. 

5.8.7 The inventory record/register/database must be updated accordingly. 

6 INVENTORY RECORDS 

6.1. An inventory record/register/database must be maintained for all inventory items, either manually and / or 
electronically. 

6.2 All relevant information must be included for the proper management and contrel of all Inventoiy items. It 
is recommended that details include but are not limited to: 

a) Order number/date; 

b) Item description; 

c) Quantity and value of stock on hand; 

d) Quantity and value of stock received; 

e) Quantity and value of stock issued; 

f) Re-order level; 

g) Optimum inventory level; 

h) Quantity and value of obsolete stock; and 

i) Opening/closing balance. i 
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6.3 


—ILFRED DUMA LOCAL MUNICIPALITY INVENTORY POLICY 

An inventory register/database must be printed monthly and the hart copy filed in a ohronoloflical order t 
maintain a proper audit trail. 


7. REPORTING 

7.1 A report must be submitted at least quarterly to the Chief Financial Officer and/or the Responsibilib 
Manager detailing the following: 

a) Any inventory shortages or surpluses and the reasons for such; 

b) Any inventory deficits proposed to be written-off; and 

c) Any obsolete inventory items. 


7.2 


7.3 


Inventories purchased during the financial year must be disclosed at cost in the disclosure notes of the 
Annual Financial Statements nf th= 


/- 

Annual Financial Statements of the Municipality. 

In terms of GRAP the financial statements shall disclose: 

a) the accounting policies adopted in measuring inventories, including the cost formula used, 

the total carrying amount of inventories and the carrying amount in classifications appropriate tc 
the entity, 

the carrying amount of inventories carried at fair value less costs to sell, 
the amount of inventories recognized as an expense during the period, 

the amount of any writedown of inventories recognized as an expense in the period in accordance 
with paragraph .43, 

the amount of any reversal of any write-down that is recognized as a reduction in the amount of 
inventories recognized as an expense in the period in accordance with paragraph . 43 , 

the circumstances or events that led to the reversal of a write-down of inventories in accordance 
with paragraph .43, and 

the carrying amount of inventories pledged as security for liabilities. 


b) 


c) 

d) 

e) 


f) 


9 ) 


h) 


8 POLICY ADOPTION 

This policy has been considered and approved by the Council of Ladysmith/Emnambithi Municipality 
on this day.of. 2013 
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HANDING-OVER CERTIFICATE 


I certify that this is a true statement of inventory as 
duly accounted for. 


per stock report attached hereto and that inventory has beer 


Signature of official handing over inventory; 

Designation 

Date 


I certify that this is a true statement of inventory as per stock report attached hereto 
been duly accounted for 


and that 1 inventory has 


Signature of official taking over inventory; 

Designation 

Date 
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KZN232_Final Service Delivery Standards_£020_Y 



Description 

Standard 

Service Level 

" 


Solid Waste Removal 


“ 


Premise based removal (Residential Frequency) 

Once a week 



Premise based removal (Business Frequency) 

Daily/weekty 



Bulk Removal (Frequency) 

Bi weeklyfoaily 



Removal Bags provkfed(Ye4No) 

No 



Garden refuse removal Included (Yes/No) 

Yes 



Street Cleaning Frequency In CBD 

Deity 

\ 


Street Cleaning Frequency in areas excluding CBD 

Daily 



How soon are public areas cleaned after events (24houra/48houre/k>ngw) 

24hre 



Clearing of illegal dumping (24boura/4Bhours/tonger) 

24hra 



Recycling or environmentally friendly practlces(Yes/Na) 

Yes 



Licenced landfill eite(Yes/No) 

Yes 



Water Service 




Wdter Quality rating (Blue/Green/Brown/NO drop) 




Is free water available to all? (All/bnly to the Indigent consumers) 

n/a 



Frequency of meter reading? (per month, per year) 

n/a 



Are estimated consumption calculated on actual consumption over (two month'e/three monthfs/longw period) 

nfa 



On average for how long does the municipality use estimates before reverting back to actual readings? (months) 

n/a 



Duration (hoars) before availability of water Is restored In cases of service Interruption (complete the cub questions) 

n fa 



One service connection affected (number of hours) 

n/a 



Up to 5 service connection affected (number of hours) 

n/a 



Up to 20 service connection affected (number of hours) 

n/a 



Feeder pipe larger than 800mm (numbar of hours) 

n/a 



What Is the average minimum water flow In your mimidpalfty? 

n/a 



Do you practice ary environmental or scarce resource protection activities as part of your operations? (Yes/No) 

n/a 



How long does it fake to replace faidty water meters? (days) 

n/a 



Do you have a cathodic protection system In place that io operational at this stage? (Yes/No) 

n/a 



Electricity Service 




What is your electricity availability percentage on average per month? 

d Maximum Demand is 43.5 MVA 



Do your municipality have a ripple controj In place that is operational? (Yec/No) 

No 



How much do you estimate Is the cost saving in utilizing the ripple control system? 

N/A 



What Is the frequency of meters being read? (per month, per year) 

Maters Read every month 



Are estimated consumption calculated at consumption over (two montiwthree monthWkwiger period) 

six month periodfor longer 



On average for how long does the municipality use estimates before reverting back to actual readings? (months) 

1 month 



Duration before availability of electricity Is restored in cases of breakages (immediately/one day/two days/longer) 

same day 



Are accounts normally calculated on actual readings? (Yes/no) 

Yes 



Do you practice any environmental or scarce resource protection actfvltfes as part of your operations? (Yes/No) 

No 



How long does it taka to replace faulty meters? (days) 

3 Days 



Do you have a plan to prevent Illegal connections and prevention of dectridly theft? (Yes/No) 

Yes 



How effective is Ihe action plen in curbing Ifne losses? (Good/Bad) 

Good 



How soon does the municipality provide a quotation to a customer upon a written request? (days) 

7 Days 



How long does the rmmidpality takes to provide electricity service where existing infrastructure can be used? (working days) 

14 Days 



How Jongrtioes the municipality takes to provide electricity service for low vottage users where networicextenstonlST^^ days) 

30 Days 



Hew long does the municipality takas to provide electricity service for high voltage users where network extension Is not required? (working days) 

30 Days 



Sewerage Service 




Are your purification system effective enough to put water back in to the system after purification? 




To what extend do you subsidize your indigent consumers? 

n/a 



How long does ft take to restore sewerage breakages on average 

n/a 



Severe overflow? (hours) 

n/a 



Sewer blocked pipes: Large pipes? (Houra) 

lYa 



Sewer blocked pipes: Small pipes? (Houra) 

n/a 



Spillage dean-up? (houra) 

n/a 



Replacement of manhole covers? (Hours) 

n/a 



Road Infrastructure Sendees 




rime taken to repair a single pothole on a major road? (Hours) 

120 



Time taken to repair a single pothole on a minor road? (Hours) 

120 



Hme taken to repair a toad following an open trench service crossing? (Hours) 

380 



rime taken to repair walkways? (Hours) 

360 


1 

Property valuations 



1 

-low long does It take on average from completion to the first account being Issued? (one monthfthree months or longer) 

1 month 


1 

3o you have any spedal rating properties? (Yes/No) 

No 


1 

'Inanoial Management 





Decrease unauthorised, Increase 



f 

: nitteea and wastefiil expend lira 



c 

be to challenges on Esko 


1 

s there any change in the situation of unauthorised and wasteful expenditure over time? (Decrease/! ncrease) li 

woicss 


i 

\ra the flnandal statement outsources? (Yea/No) 

no 


i 

\ra there Council adopted business process tsructulng the flow and managemet of documentation feeding to Trial Bafalnoe? 

res 


I 

low long does it take for an Tax/Invoice to be paid from the date it has been received? 

30 DAY 


-1, 

s there advance planning from SCM unit linking ell departmental plans quaterty and annualy including for the next two to three years procurement plans? < 

res 


1 





SS6 


Reaction time on enquiries and requests? 

Time to respond to a verbal customer enquiry or request? (working days) 
Time to respond to a written customer enquiry or request? (working days) 
Time to resolve a customer enquiry or request? (working days) 


What percentage of calls are not answered? (5%, 10% or more) 


How long does it take to respond to voice malls? (hours) 

Does the municipality have control over locked enquiries? (Yes/No) 


Is there a reduction In the number of complaints or not? (Yes/No) 

How long does In take to open an account to a naw customer? (1 day/ 2 days/ a week or longer) 

many times does SCM Unit, CFO's Unit and Technical unit sit to review and resolve SCM process delays other than normal monthly management meetings? 

Community safety and licensing services 
How long does it take to register a vehicle? (minutes) 

How tong does it take to renew a vehicle license? (minutes) 

How tong does It take to issue a duplicate registration certificate vehlde7 (minutes) 

How long does it take to de-register a vehicle? (minutes) 

How tong does it take to renew a drivers license? (minutes) 

What is the average reaction time of the fire service to an Incident? (minutes) 

What Is the average reaction time of the ambulance service to an Incident in the urban area? (minutes) 

What Is the average reaction time of the ambulance service to an Incident in the rural area? (minutes) 


How many economic deveiopment projects does the municipality drive? 

How many economic development programme are deemed to be catalytic in creating an enabling environment to unlock key economic growth projects? 
What percentage of the projects have created sustainable Job security? 

Does the municipality have any incentive plans In place to create an conducive environment for economic development? (Yea/No) 

Other Service delivery and communication 

Is a Information package handed to the new customer? (Yes/No) 

the municipality have training or Information sessions to inform the community? (Yes/No) 

|Are customers treated In a professional and humanly manner? (Yea/No) 


This information trill only be 
lauaitole from the new 
complBiTitsAsquesIs register that 
will be implemented. 
IMMEDIATELY 
30 DAYS 
30 DAYS 

ThB system doss not presently 
log wanswamf calls - (fils will be 
requested to be inducted in 
monthly reports 
The system Is currently not 
equpped for voicemail - a 
quotation will have to be obtained 
from the sanrice provider to instsl 
this end sat It up. 

yes 

Hotline to provide in respect of 
verbal/ telephonic complaints 
A written oompianto register wll 
be Implemented with Immediate 
effect by Registry 


7 mhirtes at counter 
5 minutes at counter 
5 minutes ert counter 
10 minutes at counter 
15 minutes at eye test & counter 
15 minutes depend ng on distance 


15 

12 

1 

Yes 


YES 

Yes 
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ALFRED DUMA LOCAL MUNICIPALITY 

OFFICE OF THE MUNICIPAL MANAGER 

Incorporating Mayoral Office, Internal Audit, Risk, PMS, IDP, Policy Research, Communications, IGR 


Please ask for: 
My Ref: 

Your Ref: 


IS! 29 Ladysmith 3370 

* (036)637 2231 

Fax. (036)631 1400 

Email: mm@alfoadduma.oov.za 
Website :www.alfredduma.aov.za 


13 May 2019 


QUALITY CERTIFICATE 


I, S S NGIBA, Municipal Manager of the Alfred Duma Local Municipality, KZN 238 hereby certify that 
the Final 2019/2020 budget and supporting documentation has been prepared in accordance with the 
Municipal Finance Management Act and the regulations made under the Act, and that the draft budget 
and supporting documents are consistent with the Integrated Development Plan of the municipality. 



SIBUSISIWE SIXOLILE NGIBA 
MUNICIPAL MANAGER (KZN 238) 


Join the Alfred Duma Local Municipality in its fight against HIV/AIDS 

Fight HIV/AIDS: Abstain, Be Faithful, Condomise - for more information visit the local clinic 






G* 



jniia 

Municipality 


ALFRED DUMA LOCAL MUNICIPALITY 

OFFICE OF THE MUNICIPAL MANAGER 

Incorporating Mayoral Office, Internal Audit, Risk, PMS, IDP, Policy Research, Communications, IGR 


Please ask for: Mrs p s Mntaka/ssb/jg 

My Ref: 3/1/1/5 

Your Ref: 


El 29 Ladysmith 3370 

* (036)637 2231 

Fax. (036) 631 1400 

Email: mm@alfredduma.aov.za 
Website : www.alfredduma.aov.za 


4 June 2019 


EXTRACT FROM MINUTES OF AN ORDINARY COUNCIL MEETING OF THE ALFRED DUMA 
LOCAL MUNICIPALITY HELD ON THURSDAY, 30 MAY 2019 IN THE TOWN HALL, CORNER 
OF QUEEN AND MURCHISON STREET, LADYSMITH AT 13:00 _ 


Council at its meeting held 30 May 2018 resolved as follows: 

“LC32/12/2018 

2019/2020 MEDIUM-TERM BUDGET FOR KZN238 (ALFRED DUMA LOCAL 

MUNICIPALITY) 

(DEPARTMENT BUDGET AND TREASURY) 

ITEM B17 OF 30/05/2019 RESOLVED 

1. That the Final Operational Budget and Capital Budget, together with the budget 
related policies for the 2019/2020 financial year be approved, taking cognisance of 
affordability, sustainability and the macro allowance of National Treasury, noting that 
the final 2019/2020 Medium Term Budget has been analysed as follows: 

1.1 BUDGETED REVENUE - R 995.9 MILLION 


1.1.1) The total rates income amounts to R187.8 Million which has been based on an 
increase in the rates tariff of 6%. 

1.1.2) Property rates - Penalties and Collection charges: An amount of R23.5 Million, 
has been budgeted for. 

1.1.3) The Electricity tariff being subject to an overall increase of 13.07% for domestic 
and commercial consumers. For Bulk Consumers an increase of 15.63% has 
been proposed for implementation. The NERSA guideline has yet to be 
released. The tariffs would be restructured once the guideline has been 
released. An amount of R391.1 Million has been budgeted, being subject to 
change on finalisation of tariffs. 

1.1.4) A tariff increase of 6 % on Refuse has been applied in the 2019/2020 financial 
year, and amounts to R 23.7 Million. 

1.1.5) Rental of Facilities and Equipment - An amount of R2.5 Million has been 
allocated, this income being derived from hiring of halls, sport facilities etc. 

1.1.6) Interest earned on Investments - An amount of R14.4 Million has been 
allocated. 

Join the Alfred Duma Local Municipality in its fight against HIV/AIDS 

Fight HIV/AIDS: Abstain, Be Faithful, Condomise - for more information visit the local clinic 








1.1.7) Interest earned on Outstanding Debtors - An amount of R6.3 Million has been 
allocated. This income being derived from raising of interest on the services 
accounts. The interest rates on arrear accounts to be charged at 10.25% per 
annum in accordance with the National Credit Act, in respect of arrear accounts 
arising after 1 November 2016. Arrear accounts arising before 31 October 2016 
to be charged at an interest rate of 9% p.a. 

1.1.8) Fines - An amount of R13.3 Million has been allocated. 


1.1.9) Licencing and Permits - An amount of R2.7 Million has been budgeted. 

1.1.10) Agency Services - An amount of R2.7 Million has been budgeted. 

1.1.11) Grants Operating 


The following operating grants have been included in the Budget: 


Museum Subsidy 
Community Library Services Grant 
Provincialisation of Libraries 
Financial Management Grant 
Expanded Public Works Programme 
Operational Cost - Accredited Municipality 
Infrastructure Skills Development Grant 
Building Plans Information Management System 
Total 


R 152 000 
R 1 467 000 
R 4 779 000 
R 2 500 000 
R 3 930 000 
R 3 060 000 
R 3 393 000 
R 500 000 
R19 781 000 


1.1.12) The Local Government Equitable Share, received from Central Government, in 
the amount of R 232.7 Million has been budgeted for, as per DORA’S allocation 
for the 2019/2020 financial year. 

1.1.13) Capital Grants - This includes the following: 


MIG 


R 

61.7 m 

Infrastructure - Sport Facilities 

R 8.2 m 



Accreditation Subsidy 

R 500 k 



Museum Subsidy 


R 

50 k 

Provincialisation of Libraries 


R 

500 k 

Infrastructure Skills Development Grant 

R 

107 k 

Total 

R 71.1 m 



Other revenue in the amount 

of R4.3 Million which 

includes the income 


generated from the minor tariffs e.g. connection/disconnection fees, building 
plans, fire brigade services, rates clearance, photocopies, burial fees etc. 


1.2 BUDGETED EXPENDITURE: R923 MILLION j EXCLUDING UNFUNDED 
DEPRECIATION! 


1.2.1! Gross Salaries and Allowances - R382.9 Million 


1.2.1.1) The R 302.9 Million reflects the cost to Council packages of all existing staff and 
budgeted staff vacancies. 

1.2.1.2 An estimated increase of 6.5% has been budgeted as per the South African 
Local Bargaining Council agreement. 



1.2.1.3 An amount of R 5.2 Million has been budgeted for Overtime and R 4.1 Million 
has been budgeted for Standby. 

1.2.1.4 An amount of R13.9 Million has been allocated for Job Creation and an amount 
of R3 Million has been allocated for the Expanded Public Works Program. 

1.2.1.5 An amount of R800 Thousand has been budgeted for Finance Interns which 
has been funded by the Financial Management Grant. 

1.2.1.6 An amount of R3 Million has been budgeted for Library employees which has 
been funded by the Provincialisation of Libraries. 

1.2.1.7 An amount of R1.5 Million has been budgeted for Cyber Cadets which has been 
funded by the Community Library Services Grant. 

1.2.1.8 An amount of R1.4 Million has been budgeted for overtime, standby and salaries 
in the Human Settlements Section which has been funded by the Accreditation 
subsidy. 

1.2.1.9 An amount of R50 Thousand has been budgeted for overtime in the Museum 
section which has been funded by the museum subsidy. 

1.2.1.10 An amount of R2.2 Million has been budgeted for Infrastructure and Town 
Planning interns which has been funded by the Infrastructure Skills 
Development Grant. 

1.2.1.11 Youth Mass Skilling has been budgeted for at R1.2 Million. 

1.2.1.12 R852 Thousand has been allocated for Employees' Bonus Provision. 

1.2.1.13 R799 Thousand has been allocated for the performance bonuses of Section 57 

employees. 

1.2.1.14 R5.4 Million has been allocated for pensioners’ medical aid. The pensioners' 
medical aid being a post retirement benefit for ex-employees of the municipality. 

1.2.1.15 R5.6 Million has been allocated for leave reserve. 

1.2.1.16 R2.7 Million has been allocated for long service awards. 

1.2.1.17 Councillor Remuneration - R 28,4 Million has been budgeted and includes a 
6.5% increase, however, the actual final percentage increase is normally 
finalized in December for Councillors remuneration. Although this estimated 
increase is above inflation of 5.2%, the municipality chose to use the South 
African Local Bargaining Council circular as a guideline since increases may 
not always be within the inflationary projections. Traditional Leaders' 
Allowances have been budgeted for at R50 Thousand. 

1.2.1.18 Total Gross Salaries and Allowances, for employees and Councillors totalling 
R382.9 Million amounts to 36% of the total projected expenditure including 
unfunded depreciation, it further be noted that R 45.6 Million would be used for 
direct labour costs charged out to repairs and maintenance and capital projects 
that may require in-house labour. 


1 . 2 . 2 ) 


Other Operating Expenditure - R 690 Million which includes the following: 



1.2.2.1) Electricity Bulk Purchases - The projected increase for Electricity purchases 
has been based on 15.63%, which is as per the NERSA guideline. This 
amounts to an estimated amount of R275 Million and includes a margin for 
uncertainty of demand. 

1.2.2.2) Consultants and Professional Services: Other - R 3.9 Million has been 
provided for which included Assets Management, Valuation Roll, infrastructure 
and services, electricity consultants etc. 

1.2.2.3) Legal expenses for the municipality reflect a budget of R 2.7 Million. These 
funds are being used by the legal section in the implementation of the legal 
process for the collection of arrear debt, as well as legal expenses that may 
arise from defending lawsuits should any occur. 

1.2.2.4) Buildings and Facilities — An amount of R 1.4 Million has been allocated to be 
used for repairs and maintenance to municipal buildings. 

1.2.2.5) Maintenance of Equipment - An amount of R 2.3 Million has been allocated to 
be used for repairs and maintenance to municipal equipment. 

1.2.2.6) Maintenance of Unspecified Assets - An amount of R3.9 Million has been 
allocated to be used for repairs and maintenance of all other municipal assets 
i.e. swings, sports infrastructure, IT hardware, Klip River maintenance etc. 

1.2.2.7) Maintenance of Vehicles - An amount of R14.6 Million has been budgeted for 
repairs and maintenance of vehicles within all departments. 

1.2.2.8) Sports and Recreation - An amount of R 650 Thousand has been allocated 
and includes SALGA Games and Sports Events. 

1.2.2.9) Youth Programmes — These being Mayoral projects and includes programmes 
such as Youth Development, Youth Advisory Centre, Youth Month and 
Learner Support Grant in Aid. R 1.1 Million has been allocated. 

1.2.2.10) Other Programmes — An amount of R 4 Million has been allocated for this item 
which is being used to fund the costs of hosting functions being arranged by 
the Office of the Mayor. 

1.2.2.11) Other Contracted Services - Comprises of the amount of R 1.2 Million which 
includes in this category of expenditure other ad-hoc items e.g. festive lights, 
pest control etc. 

1.2.2.12) Training - These funds being used by employees to attend training workshops, 
as well as to enrol at tertiary institutions to further their education for which an 
amount of R1.4 Million has been allocated, inclusive of funds for capacity 
building of Councillors. 

1.2.2.13) Other Programmes - An amount of R 1.5 Million has been allocated for all 
programmes within the municipality i.e. Battlefields Festival, Senior citizens, 
gender upliftment, enterprise development, reed celebration, disability focus 
HIV/AIDS Campaign etc. 

1.2.2.14) Security Services - An amount of R 9.5 Million has been allocated for sites, 
bodyguards, and cash in-transit services. 

1.2.2.15) Inventory consumed - An amount of R1 Million has been allocated and 
includes plastic bags, toilet paper, chemicals etc. 



1.2.2.16) 

1.2.2.17) 

1.2.2.18) 

1.2.2.19) 

1 . 2 . 2 . 20 ) 

1 . 2 . 2 . 21 ) 

1 . 2 . 2 . 22 ) 

1.2.2.23) 

1.2.2.24) 

1.2.2.25) 

1.2.2.26) 

1.2.2.27) 

1.2.2.28) 

1.2.2.29) 

1.2.2.30) 

1.2.2.31) 

1.2.2.32) 

1.2.2.33) 


Materials and Supplies - An amount of R28.3 Million has been allocated to 
purchase materials used for road maintenance, stormwater, meterinq 
electncal refurbishment, cleaning materials, emergency relief etc. 

R1.4 Million has been allocated for operating lease of furniture and office 
equipment (rental of photocopy machines). 

An amount of R840 Thousand has been allocated for advertising in local and 
national newspapers, publicity, and marketing. 

Bank Charges - An amount of R1.5 Million has been allocated. 

Bulk Discount - An amount of R1.3 Million has been budgeted for bulk 
consumers who pay in advance. 

allocated 100 " Prepaid E,ectricit y- An amount of R2.7 Million has been 

Postage Services - This amount includes the bulk postage of municipal 
accounts, as well as the individual postage costs incurred by the departments 
for which an amount of R 2.6 Million has been allocated. 

Telephone and Fax - An amount of R3.8 Million has been allocated to fund 
the payment of Telkom and cellular phone accounts. 

R145 Thousand has been allocated for the landfill site. 

R107 Thousand has been allocated for entertainment. 

Audit Fees - An amount of R 5 Million has been allocated for the payment of 
audit fees charged by the Auditor-General. y 

w!Sd hL < l^IS l f^ r ,t e,V f i “ S ■ a , ve been bud9e,ed ,or at R7.9 Million which 
f °rfinancial system, ICT support, website maintenance, 
internet, software database etc. 

Insurance - An amount of R4.8 Million has been budgeted for insurance. 

Licences - agency fees an amount of R706 Thousand has been allocated to 
pay for prepaid licence fees, radio licences, valuation licences etc. 

allocate?' 016 Ucence and Re 9'strations - An amount of R1.2 Million has been 
5 1 ■A Mll . l .' on ba ® bean budgeted for the provision of free basic alternate energy 

inf^mSs^s ^ SeCti ° n * ' he Depar,men ' Tedhnidal and 

-* td fu " d indigent 

Streetlights - An amount of R 7 Million has been allocated for the payment of 
the electricity accounts for streetlights in the municipal area. 



1.2.2.34) Municipal services - An amount of R10.8 Million has been allocated for the 
payment of the municipality’s electricity account paid to Eskom, water & 
sewerage bills paid to the uThukela District Municipality and refuse accounts. 

1.2.2.35) Printing and Stationery - An amount of R2.9 Million has been allocated which 
is being used for printing costs and stationery. 

1.2.2.36) Membership and Subscription - An amount of R3.4 Million has been allocated 
for payment to SALGA and tourism subscription and membership fees. 

1.2.2.37) Conferences and Delegations - An amount of R2.1 Million has been allocated. 
These funds being used by the municipality for the attendance of conferences, 
workshops and seminars which includes accommodation and travelling costs. 

1.2.2.38) Protective Clothing - An amount of R 2.7 Million has been allocated for the 
purchase of protective clothing for the job creation workers, as well as for 
permanent staff members. 

1.2.2.39) R12.2 Million has been budgeted for transport costs (fuel and oil and vehicle 
trackers) to run the vehicles within all the departments. 

1.2.2.40) SARS Skills Development Levy - An amount of R 2.7 Million has been 
budgeted to be paid to SARS for the development of skills, noting that these 
funds could be claimed from the SETA when the municipality incurs training 
costs. 


1.2.2.41) An amount of R2.6 Million has been allocated for the payment of Workmen’s 
Compensation, bring a legislative requirement. 

1.2.2.42) Labour Charge Outs - An amount of R45.6 Million has been allocated for 
charge outs to repairs and maintenance in respect of employees who execute 
the repairs and maintenance duties. This being a costing element whereby a 
portion of the salaries budget was allocated to repairs and maintenance 
projects. 


1.2.3) Departmental Charges - R62.4 Million: 


These being internal charges and recovered via the charge-out rate. The net effect of these 
internal charges against the charge-out rate being R nil. 


Departmental Charges 
Total Charge outs 


R62.4 Million 
(R62.4 Million) 


1.2.4) Capital Charges — R35.5 Million which includes the followint 


Depreciation 
Existing External Loans 
impairment of Assets 


R 32.6 Million 
R 430 Thousand 
R 2.4 Million 


Depreciation charges being a GRAP 17 requirement. The total depreciation charges being 
estimated at R 180.7 Million. 


To fund the total estimated depreciation of R 180.7 Million would result in tariffs being very 
high and unaffordable to the consumers. National Treasury recognises this in the MFMA 
Circular 42 — funding a municipal budget. A phased increase or re-alignment in tariffs may 
need to be considered to compensate the deficit to a surplus by a progressive move through 
gradual tariff increases or the re-alignment of municipal revenue. 



The community needs to make sufficient contribution towards the economic benefit that is 
being generated from the assets over the medium-term budget period. 

Currently, the municipality has opted to fund R 32.6 Million of the total depreciation expense. 
Loan Repayments 

The municipality currently has two loans to service for the Tsakane Substations with ABSA 
Bank and the Indaka Office Building with the Development Bank of South Africa (DBSA) 
respectively. The budgeted figure of R430 Thousand has been provided. 

Impairment of Assets 

This relates to asset impairment in terms of GRAP 17. The estimated budgeted figure of R 
2.4 Million has been provided. 

1.2.5) Contributions - R 64.7 Million which includes the following: 

Bad Debt Reserve r 53.9 Million 

Rates Reduction: Pensioners/ Disabled/ Medically 

Boarded Persons and Child Headed Households R 3.1 Million 

A twenty five percent (25%) rates reduction for pensioners to be granted to any pensioner 
aged sixty (60) years and older on application if the pensioner’s gross household income 
was R20 000 and less. This reduction must be applied for in the 2019/2020 financial year. 

A medically boarded person with a gross household income of R20 000 and less to receive 
a discount of twenty five percent (25%) on their rates assessment. This reduction must be 
applied for in the 2019/2020 financial year. 

Disabled persons with a gross household income of R 20 000 and less to receive a discount 
of twenty percent (25%) on their rates assessment. This reduction must be applied for in 
the 2019/2020 financial year. 

Child headed households to receive a discount of one hundred percent ( 100 %) on their 
rates assessment. This reduction must be applied for in the 2019/2020 financial year. 

A discount of 10% to be granted to all owners of property (except for State) who would pay 
their rates in advance in full by 31 August 2019. 

R100 000 impermissible rebate on the market value to be applicable to all residential 
properties. 

1.3 CAPITAL BUDGET: 2019/2020 

The Capital Budget of R89.1 Million will be funded as follows: 

R 71.1 Million from grant funding 
R 18 Million from revenue (Council) funding. 

The capital programme has been separated into eight clusters. 

Identified Priority Projects: 


• Streetlight in Ward 13 (MIG) R 2.0 m 

• High Mast Lights in Ward 11 (MIG) R 2.0 m 

• Tarred Road in Ward 1 & 2 (MIG) R15^0 m 

• Mini Facility Ward 24 (MIG) r 2.0 m 

• Gravel Road in Ward 16 and 18 (MIG/Council) R 5^0 m 

• High Mast Lights in Ward 17 (MIG) R 2.0 m 

• Indoor High Performance Fitness Centre (Sport Infra Grant)R 8.2 m 

• Tarred Road in Ward 9 (MIG) r 8.0 m 

• Maliba Access Road - MIG r 3.5 m 




KwaNgubevu Road (MIG) 

Oqungweni Road (MIG) 

Uitvaal Community Hall (MIG) 

Ekuvukeni Tar Road (MIG) 

High Mast Lights in Ward 34 (MIG) R 

Electrification of Households - Wards 6,7,11,20,25,27 & 29 
250 Connections (INEP) 

Electrification of Households - Wards 16,18 & 19 
225 Connections (INEP) 

Electrification of Households - Wards 14 & 23 
300 Connections (INEP) 

Renovations to Vaalkop Community Hall (Council) R 

Furniture and Equipment (Grant/Council) 

Refurbishments (Council) 

Replacement of Municipal Fleet (Council) R 

Two way radio communication repeater (Council) R 

Refuse Containers Indaka (Council) 

Municipal Fleet Insourcing of Machinery (Council) R_ 

Less INEP Grant 

TOTAL 


R 

R 

R 

R 

3.7 m 


3.5 m 
3.5 m 
5.0 m 
8.0 m 


R 3.5 m 

R 3.2 m 

R 4.3 m 
2.0 m 

R 2.2 m 
R 3.5 m 
5.0 m 
2.0 m 

R 0.5 m 
2.5 m 
R 100.1 m 
(R 11.0 ml 
R89.1 m 


Category 


Residential 


That it be noted that Council’s contribution for the 2019/2020 Capital Budget 
was R18 Million; due to the cash flow constraints of the Municipality, 
spending on both the Operating and the Capital Budget should be monitored 
through regular monitoring of the cash flow. 

That it be noted that the Municipality has seen a downward trend in revenue 
collection due to the poor economic climate both locally and nationally. 

That it be noted that the Municipality, in its Integrated Development Plan 
(IDP), should focus strictly on Revenue generating projects that would bring 
in additional income to the Municipality rather than continuing with Social 
projects that need to be subsidized, and also become a financial burden as 
they increase the fixed costs of the Municipality. _ 

Tariff Exemption I Phasing In I Impermissi I Rebate 

ble Value 
Per 

Property 

-_ 

0.01280 No No 100 000 No 


Industrial 


0.02243 


0.01443 


Farms: Agriculture 


0.00311 


Public Service 

Infrastructure 

0.00000 

Ye 

Vacant Land 

0.04616 

No 

Rural Communal 

0.00000 

Ye 

Municipal Properties 

1).00000 

Ye 




















Public Benefit 

Organisations 

0.0000 

Ye 

No 


No 

Religious (Place of 
Public worship) 

0.0000 

Ye 

No 


No 

Public Open Space 

0.0000 

r Ye 

No 


No 

Municipal Vacant Land 

0.0000 

Ye 

No 


No 


1.3.4 That the IDP also focus more on the renewal and upgrading of infrastructure 
as opposed to constructing new capital projects. 


1.3.5 That it be noted that it was highlighted that Council approved all projects that 
are being Grant funded only and R18 Million would be Council funded for the 
replacement of municipal fleet, furniture and equipment and electrical 
refurbishment, and other projects as detailed above, subject to the 
availability of funds. 


PART 2 

2- BUDGET RELATED RESOLUTinMfi 

2.1. That the final annual budget of the municipality for the financial year 
2019/2020; and indicative for the two projected outer years 2020/2021 and 
2021/2022 be approved as set-out in the following schedules- 


2.1.1. Table A1 Budget Summary. 

2.1.2. Table A2 Budgeted Financial Performance (revenue and expenditure bv 

standard classification). 3 

Table A3 Budgeted Financial Performance (revenue and expenditure bv 
Municipal vote). 

Table A4 Budgeted Financial Performance (revenue and expenditure). 

Table A5 Budgeted Capital expenditure vote, standard classification and 
funding. 

2.1.6. Table A6 Budgeted Financial Position. 

2.1.7. Table A7 Budgeted Cash flows. 

^'? T . , Table A 8 Cash backed reserves/ accumulated surplus reconciliation 

2 .1.9. Table A9 Asset Management. 

2.1.10. Table A 10 Basic service delivery measurement. 


2.1.3. 

2.1.4. 

2.1.5. 


2.2 That property rates, as reflected below and any other municipal tax reflected in 
Annexure 1 on the ‘Tariff Policy’ and Annexure 3 on the ‘Municipal Property 
Rates Policy’ be imposed, and be implemented in the 2019/2020 budget year. 

2.3 That the following property rates tariffs apply in the jurisdiction of the Alfred Duma 
Local Municipality (KZN238): 

2.3.1 That the refuse tariffs be increased by 6% with effect from 1 July 2019 in terms 
of Chapter 4 of the Municipal Finance Management Act No 56 of 2003- noting 
that the detailed tariffs are being shown in the Tariff policy as per Annexure 
1 which has been attached to the agenda. 

2.3.2 That should it be necessary, a Municipal Adjustments Budget be prepared in 

accordance with Section 28 of the Municipal Finance Management Act No 56 
of 2003. 




2.3.3 That funds from the electricity surplus be applied to fund other municipal 
expenditure. 

2.3.4 That interest of 10.25% per annum on arrear debt be charged in respect of 
arrear accounts arising after 1 November 2016 and interest of 9% per annum 
be charged on arrear debt arising before 31 October 2016. 

2.3.5 That tariffs and charges reflected in Annexure 1 - Tariff Policy* be approved 
for the 2019/20 budget year. 

2.3.6 That the measurable performance objectives for revenue from each source 
and for each vote reflected in Supporting Table SA7 be approved for the 
2019/2020 budget year. 

2.3.7 That the following budget-related policies, as attached in Annexures 1 to 13 
be adopted: 

• Credit Control, Debt Collection and Customer Care Policy 

• Indigent Policy 

• Cash Management and Investment Policy 

• Supply Chain Management Policy 

• Tariffs Policy 

• Municipal Property Rates Policy 

• Virements Policy 

• Assets Management Policy 

• Inventory Management Policy 

• Petty Cash Management Policy 

• Subsistence and Travelling Management Policy 

• Funding, Reserves and Provision Policy 

• Budget Policy 

• Accounting Policies. 

2.3.8 That Pensioners sixty (60) years of age or older and with a gross household 
income of R20 000 and less receive a discount of 25% on their rates 
assessment; noting that this rebate must be applied for during the 2019/2020 
financial year. 

2.3.9 That Medically Boarded persons with a gross household income of R20 000 
and less receive a discount of 25% on their rates assessment; noting that this 
rebate must be applied for during the 2019/2020 financial year. 

2.3.10 That Disabled persons with a gross household income of R20 000 and less 
receive a discount of 25% on their rates assessment; noting that this rebate 
must be applied for during the 2019/2020 financial year. 

2.3.11 That Child headed households with a gross household income of R20 000 
and less receive a discount of one hundred percent (100%) on their rates 
assessment; noting that this rebate must be applied for in the 2019/2020 
financial year. 

2.3.12 That Consumers, excluding State be granted a 10% discount should the total 
rates bill be paid in full in advance by the last working day in August 2019 for 
the 2019/2020 budget year. 




2.3.13 That indigents must apply for indigency, noting that Automatic Indigency was 
no longer applicable. 

2.3.14 That the electricity tariffs be increased by 13.07% for domestic and 
commercial consumers and 15.63% for Bulk consumers; the electricity tariffs 
being subject to approval by NERSA. The tariffs being detailed in the Tariff 
Policy as per Annexure 1 attached to the Item. The draft tariff document 
that was submitted to NERSA for final approval has been attached as 
Annexure 14 attached to the Item. 

2.3.15 That the Tariff Policy be updated accordingly in respect of final electricity tariffs 
once approved by NERSA. 

2.3.16 That the final budget be submitted to National and Provincial Treasury in 
accordance with all applicable legislation. 

2.3.17 That the capital programme funded from Council revenue be funded from 
accumulated surpluses, based on the availability of cash funds. 

2.3.18 That the Implementation of the capital programme be subject to the availability 
of funds. 

2.3.19 That the feedback letter from Provincial Treasury on the draft 2019/2020 
budget, together with the responses as per Annexure 15 attached to the 
Item be noted and a response letter be submitted to Provincial Treasury. 


SIGNED AT LADYSMITH ON 30 MAY 2019 


S S NGIBA 

MUNICIPAL MANAGER 



